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Abstract 

The CEO bonus of banking companies has become a hot media topic around the world 

accelerated by the recent financial crisis of 2007-2008 where the excessive pay and risk-

taking in the banking sector were recognized. This has raised public concerns around 

executive remuneration and the transparency of the companies. According to the regula-

tions, the bonus of the CEO is indexed to the firm´s performance. However, the com-

pensation of many CEO’s has been paid out during the financial crisis although the 

firms have lost money. This has consequently led to rigorous regulations of the financial 

institutions with the attempt to ensure long-term focus and consider outstanding risk 

through variable remuneration payments.  

 

Although the remuneration, and specifically annual bonus, has caught a lot of attention 

by the public and the media, it has been mostly overlooked by regulatory authorities and 

academics up until today. This research represents the first attempt to examine the dis-

closure and transparency of CEO annual bonus plans of twenty leading EU banks 

through the employment of in-depth and descriptive approach.. The purpose of this 

study is to explore the issue of CEO annual bonus plan with respect to the disclosure of 

the information provided in the banking companies’ financial reports of 2011. The level 

of transparency of the companies are scrutinized and measured accordingly to five bo-

nus features, which may contribute to the transparency of annual bonus plans. The bo-

nus plan is regarded as transparent if the majority of the following bonus criteria are ful-

filled by the companies; (1) the application of simple targets through a single perfor-



 

 

mance condition; (2) the application of published targets accessible to shareholders; (3) 

the disclosure of methods applied in order for shareholders and other stakeholders to de-

termine whether the given performance target(s) has been fulfilled; (4) bonus payments 

in form of cash; (5) the disclosure of annual bonus cap.  

 

The findings of this study show that a significant part of the banks can be considered as 

non-transparent due to the failure of fulfilling the given bonus plan features, meaning 

that the issue of disclosure and transparency of annual bonus plans should raise concern 

for shareholders and regulators, both on the EU-level and nationally. This study evi-

dently shows that the level of information disclosed as to bonus plans of CEO various 

tremendously between the countries and sometimes also between the companies in the 

same country, which indicate the issue of disclosure and transparency of annual bonus 

plans need to be enhanced through regulations.  
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1 Introduction 

 

1.1 Background 

The remunerations of Chief Executive Directors (CEO) and other executive directors 

have become a matter of great concern for different public actors such as regulators, in-

vestors and the media (Bender, 2003). Financial crisis of 2007-2008 has intensified the 

awareness of issues such as excessive remuneration and outstanding risk-taking within 

corporations, especially in the banking sector (High-level Expert Group, 2012). Execu-

tive remuneration is one of the most substantial governance mechanisms in aligning the 

interests of managers with investors’ interests (Fattorusso, Bruce, Buck and Skovoroda, 

2007). In the process of aligning these interests, disclosure and transparency concerning 

the executive remuneration arrangements are important issues to consider, since it is a 

matter of increasing the accountability of the company and reducing the information 

asymmetry that exists between managers and shareholders (Hermalin and Weisbach, 

2012). Disclosure and transparency are related to each other since enhanced disclosure 

improves transparency and thereby ease for the shareholders of the company to act in 

accordance to the information that is disclosed (OECD, 1999).   

 

Transparency of the disclosed information regarding executive remuneration such as 

bonus plans has become a fundamental issue when it comes to maintaining the confi-

dence of the shareholders and restoring the accountability of the company. As part of 

sound corporate governance, executive bonuses are supposed to motivate top managers 

to achieve goals of the corporations and subsequently raise shareholders value. Howev-

er, a previous study implicate that there are bonus features in the short-term incentive 

arrangements that contribute to the transparency of the executive bonus plan, which 

may be shareholder-serving and/or manager-serving. Fattorusso et al. (2007) have de-

fined three dimensions of transparent bonus features, namely that the performance tar-

gets which are linked to the bonus pay should be simple through single performance 

conditions, performance targets should be published and available to shareholders, and 

bonus payments should be distributed in form of cash. These bonus features are desired 

from the shareholders perspective since simple and published performance targets and 

cash payments are easier to evaluate and ascertain by shareholders. Transparency in 
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terms of disclosed bonus plan features may be viewed as a tool for the company to en-

courage the relationship between shareholders and executives. On the other hand, com-

plex and undisclosed performance targets and non-cash bonuses may indicate less 

transparency, which might suggest a remuneration agenda encouraged by the manageri-

al power where managers tend to camouflage or distort the information to guarantee 

themselves higher bonus awards (Fattorusso et al., 2007).   

 

In recent years, there have been number of attempts aiming to strengthen the regulatory 

requirements and recommendations concerning the disclosure and transparency of ex-

ecutive remuneration (Risk Metrics Group, 2009). Today´s regulations emphasize the 

long-term focus with the aim to prevent payment for failure and outstanding risks asso-

ciated with executive remuneration, which could potentially damage the corporation and 

the shareholder wealth. European Parliament and the Council have already proposed an 

introduction of a bonus cap, which limits on the size of bankers´ bonuses. The bonus 

cap aims to promote long-term focus of the corporation by way of prevention of exces-

sive bonus payments to executives, which have been experienced by the banking sector 

during the financial crisis (ECON, 2013). Furthermore, recommendations and regula-

tions require listed companies and financial institutions to have a balance between fixed 

and variable pay. As part of remuneration arrangements, the companies should disclose 

the limits of the variable remuneration and link the component to the performance crite-

ria of both financial and non-financial nature. Substantial portion of variable remunera-

tion should be deferred, which means that executives should receive their bonus award 

at a date after which that bonus is actually earned, and the pay-outs should be distribut-

ed in form of cash and non-cash instruments. In order to ease the evaluation of whether 

the performance criteria have been fulfilled, the method applied should also be revealed. 

These set out principles on sound remuneration policies aims at promoting the long-

term focus and discourage excessive risk-taking which has contributed to the financial 

crisis in 2008 (European Commission, 2009a; European Commission, 2009b; European 

Parliament and the Council, 2010). 

 

However, the problem with existing regulations with regard to remuneration is that an-

nual bonus of executives is still lightly regulated since there are no regulations that spe-

cifically deal with annual bonus plan alone. Instead the annual bonus plans are bundled 
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together with other performance-related remuneration components, such as long-term 

incentives, which consequently mean that all types of incentives should be handled the 

same way (Fattorusso et al., 2007). It is claimed that existing regulations regarding vari-

able remuneration have led to the performance conditions of annual bonus plans being 

more challenging and complex (Buck, Bruce, Skovoroda and Fattorusso, 2007), which 

consequently means that the annual bonus plan is not disclosed as suggested by the 

abovementioned bonus criteria (Fattorusso et al., 2007). 

 

1.2 Problem 

The executive remuneration has a significant role in the alignment between the share-

holders’ and executives’ interests. The main objective of a public-listed company is to 

focus on a shareholders interest by maximizing their value (Keasey, Thompson and 

Wright, 2005). However, as mentioned before, this may be interrupted by the abuse of 

executive power and rent-extraction (Bebchuk and Fried, 2004). Bruce, Buck and Main 

(2005) state that top managers try to further their own self-interest through the disposi-

tion of power given by shareholders, and they will use this power as long as it does not 

create social outrage. According to Fattorusso et al. (2007), executive bonuses motivate 

managers to make decisions that raise shareholder value. However, if bonus schemes 

are complex with multiple and/or undisclosed targets which include challenging per-

formance conditions, it is argued that the bonus scheme will benefit executives rather 

than shareholders. This is because complex or unpublished performance conditions may 

be used to hide crucial information which may practically benefit the executive in terms 

of higher bonus awards (Fattorusso et al., 2007).  

  

The problems that are associated with executive remuneration have received a lot of at-

tention from academics. Executive remuneration consists of several elements such as 

salaries, executive bonus, long-term rewards and pension benefits. However, this study 

focuses merely on annual bonus of the CEO, which is a remuneration component that 

has been overlooked by academics and regulators. Annual bonus plan is referred to as 

short-term incentives that are based on the performance measures which are given to 

executives on a yearly basis (Risk Metrics Group, 2009). It is claimed that annual bonus 

given to the top managers is not the largest element of executive remuneration; howev-

er, it plays an essential role in corporate management control systems and is mostly de-
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noted as one of the significant components of executive bonus (Indjejikian and Nanda, 

2002).  Annual bonus is an increasingly important component of executive remunera-

tion due to the existing rent-extraction and deserves separate analysis since it has re-

ceived little attention among studies by cause of the light regulations (Buck et al., 

2007). Annual bonuses are not merely neglected by academics, but also by institutional 

shareholders and financial regulators. Furthermore, the way the performance conditions 

of annual bonuses are disclosed could either reduce or increase the agency problem, 

since enhanced transparency encourage the alignment of interest between managers and 

shareholders (Buck et al., 2007). 

 

The dimensions of transparent bonus features established by Fattorusso et al. (2007) 

serve as the basis for the study. In addition to the three given bonus features, two sup-

plementary features are added based on the recent recommendations and regulations de-

veloped at the EU level. These two futures equally became crucial aspects in terms of 

the bonus plan transparency. Accordingly, the annual bonus plans are scrutinized and 

measured in accordance to five transparent bonus plan features. In order for the compa-

nies to be considered as transparent the majority of the following bonus criteria (C) 

should be fulfilled by them;  

 

 C (1): The application of simple targets through a single performance condi-

tion;  

 C (2): The application of published targets accessible to shareholders;  

 C (3): The disclosure of methods applied in order for shareholders to deter-

mine whether the given performance target(s) has been fulfilled;  

 C (4): Bonus payments in form of cash, and  

 C (5): The disclosure of annual bonus cap. 

 

 

This thesis deals with the largest banks in the European Union context, which makes the 

study more interesting, since it is expected that the disclosure of information that is pro-

vided in the banks’ reports regarding annual bonus plans differs between the countries 

(and likely between the companies within the same country). This is not only for the 

reason that annual bonuses are weakly regulated, but also because there is a variance in 
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corporate governance practices among EU member states that results from differences 

in national law, which is deeply rooted in national attitude and therefore difficult to 

change (Gregory and Simmelkjaer, 2002). The banking sector is selected in this study 

for evident reasons. They are one of the most debated and criticized sectors in the mar-

ket when it comes to the issue of executive remuneration, for the reason that banks are 

partly blamed for financial crises of 2007-2008 due to risky business that they operate 

in (High-level Expert Group, 2012). The banking sector is also a major employer in 

most member states within the EU (Arrowsmith, Nicholaisen, Bechter and Nonell, 

2010).  

 

1.3 Purpose  

The main purpose of this study is to explore the issue of CEO annual bonus plan with 

respect to the disclosure of the information provided in the companies’ financial reports 

of 2011. This study reviews the largest banks in the EU, all of which are on diverse 

stock exchanges, and examines the disclosure and transparency of CEO annual bonus 

plans. The level of transparency of the annual bonus plans are measured and scrutinized 

on basis of the disclosed information in accordance to five different bonus plan features. 

The majority of the following bonus plan features should be fulfilled for companies to 

be regarded as transparent; (1) the application of simple targets through a single perfor-

mance condition; (2) the application of published targets accessible to shareholders; (3) 

the disclosure of methods applied in order for shareholders and other stakeholders to de-

termine whether the given performance target(s) has been fulfilled; (4) bonus payments 

in form of cash; (5) the disclosure of annual bonus cap.  

 

Hence, this study aims to answer the following research question:  

How transparent are the 20 leading EU banking companies in terms of disclosure of 

CEO bonus plan features in the financial year 2011? 

 

1.4 Delimitations 

CEO bonus of banking companies has become a hot media topic around the world, 

which explains the choice of subject of this thesis. This research deals with the disclo-

sure of information in annual bonus plans interpreted from the companies’ official re-
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ports of 2011. Bonus plan is a short-term incentive under which a bonus is paid to the 

corporation´s top managers and other employees and the level of bonus awarded is in-

dexed to the firm´s performance. The long-term incentive plan, on the other hand, is al-

so a type of incentive scheme but it rather considers long-term performance of the com-

pany, which is not included in this study. CEO is often highest paid compared to other 

executive directors since he/she possesses the highest position in the business with the 

responsibility of running the entire business. In terms of disclosure of remuneration, the 

companies often disclose the justification for CEO pay in more detail in comparison to 

other managers’ pay, which is often described in more general matter.  

 

This study examines bank industry in EU-context, since these corporations are consid-

ered as significant public actors. As part of the financial sector, banks have a large in-

fluence on the world´s economy due to the hazardous business that they operate in. The 

sample of all selected banking companies is the largest ones as to size of total assets and 

they are all listed on at least one stock market. Due to their firm size, they are the most 

successful ones in Europe and in other world regions. 

 

The motivation for selecting merely financial year 2011 is because this study attempts 

to make a comparison between the companies rather than between the years and simul-

taneously highlight the issue of transparency of bonus schemes at present time. This 

study is aiming to give a clearance of how transparent the chosen companies are regard-

ing the annual bonus plans at present time. It is expected that most companies are not 

transparent with their annual bonus plans as desired by shareholders. The reason for this 

is that annual bonus incentive plan, as part of variable component, has been ignored by 

the regulators until today. Due to this, it is also hypothesized that information provided 

in the company´s reports regarding annual bonus plans are inconsistent and thereby 

non-comparable.  

 

Neither recommendations nor regulations specifically mention annual bonus plans and 

how it should be constructed. Instead, annual bonus plans is bundled together with the 

rest of the performance-related forms of remuneration including both short-term and 

long-term incentive plan. The recommendation 2009/385/EC issued by the European 

Commission states that variable component should be linked to pre-determined and 
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measurable performance criteria, where both financial and non-financial indicators 

should be considered, and major part of variable component should be deferred for a 

certain period in order to secure long-term interest of the company. These recommenda-

tions contradict with the formal definition of annual bonus plan, i.e. annual bonuses in-

centives are awarded on a yearly basis. Consequently, it will also contradict with the 

bonus plan features which are utilized as basis of this study when scrutinizing the 

bank´s disclosed annual bonus plan resulting low transparency in some of the bonus 

characteristics. Therefore, examine merely the latest publications of companies’ reports, 

i.e. fiscal year 2011, is adequate to highlight the issue of annual bonus plans and wheth-

er it should be one of the regulators’ concerns in terms of improving the transparency 

and comparability among corporations.   

 

1.5 Outline of the thesis  

This thesis is organized as follows: 

 

Chapter 2 displays the frame of reference. This chapter outlines the issues related to the 

disclosure and transparency of the CEO annual bonus plans. It begins with defining the 

formal remuneration components of the executive directors, followed by a thorough ex-

planation of the annual bonus plan and its archetypical structure. The importance of the 

disclosure and transparency are also described together with the development of the 

regulatory framework on the EU level and on the national level. The chapter concludes 

with the definition of managerial power theory and its relation to the topic of this thesis.  

 

Chapter 3 exhibits the methods used in this thesis to achieve the purpose and answer the 

research question. A detailed description of how the data are collected and processed, 

what research approach and data have been used together with the clarification for the 

method chosen.   

 

Chapter 4 displays empirical findings that are gathered from the banking companies’ 

reports regarding the remuneration arrangments to answer the research questions. First-

ly, the result of overall disclosure of annual bonus plans is described. Secondly, the 

banks are divided into two groups, specifically high transparent respective low transpar-

ent bank, which are thoroughly explained in separate headings. Each group´s disclosure 
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and transparency of the annual bonus plans, distribution of the CEO annual bonus pay-

ments and calculated bonus caps are described in tables and in detail description. 

 

Chapter 5 refers to the comparative analysis. In the analysis, the empirical findings are 

connected to the managerial power theory and other implications presented in the frame 

of reference. This chapter is presented in the same composition as the empirical findings 

and comprises therefore of three sections, namely overall disclosure of annual bonus 

plans, analysis of banking companies with high transparency and analysis of banking 

companies with low transparency.  

 

Chapter 6 draws conclusions of the thesis, which are based on the findings, by answer-

ing the research question.   

 

Chapter 7 provides a further discussion of additional aspects of the thesis as well as its 

contribution to the society. This chapter also considers the limitations of current thesis 

and how the future research of the topic may be enhanced.  
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2 Frame of Reference  

 

2.1 Executive remuneration components  

Remuneration is referred to as payments or benefits in all forms, given either directly or 

indirectly from the corporation, in exchange for professional services provided by em-

ployees (CEBS, 2010). The remuneration of executives is divided into two groups; 

fixed remuneration and variable remuneration. Both of these two components may in-

clude monetary rewards (such as cash, shares options, pension contribution, cancellation 

of loans to employees at dismissal, remuneration by third parties) and non-monetary 

rewards (such as health insurance, discounts, fringe benefits or special allowance for 

car, mobile phone etc.) (CEBS, 2010; Madhani, 2010).  

 

The fixed (or base) pay is the payments or benefits that are not tied to the achievement 

of a certain task or performance criteria and thus the rate do not fluctuate from year to 

year. It is rather linked to the recognition of skills, experience, work complexity and dif-

ficulty of task where a minimum pay is guaranteed, or in other words, pay-for-

participation. The variable (or incentive) pay, on the other hand, is the payments and 

benefits in addition to fixed salary that is based on the performance or, in certain cases, 

other contractual criteria. Thus, the amount fluctuates and its delivery is unclear since it 

entails a specified quality of performance in order to receive the reward. Variable pay 

has the purpose to motivate people to accomplish a higher level of performance 

(Madhani, 2010). In addition, the incentive remuneration is divided into a short-term 

and long-term incentive. These two types of incentives differ in terms of form and pur-

pose. A typical short-term incentive remuneration takes the form of annual cash bonus, 

whereas long-term incentive remuneration is normally given as an equity grant (Risk 

Metrics Group, 2009). The main purpose of long-term incentive is to improve the over-

all performance of the organization by linking the executive’s long-term remuenration 

to the organization´s long-term incentive, while short-term incentive only considers per-

formance over a short-time period (Coleman and Fortier, 2002). 
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2.2 Executive annual bonus plan 

Annual bonus plan is formally defined as short-term incentives that are based on the 

performance measures which are given to executives on a yearly basis (Risk Metrics 

Group, 2009). The short-term incentive is used as a mechanism to motivate managers to 

achieve certain objectives over a short-time period and thereby create firm value for the 

shareholders. The incentive may be estimated based on the individual performance, the 

Group´s performance, or the company´s overall performance (Coleman and Fortier, 

2002), and these measures may comprise of both financial and non-financial targets 

(European Commission, 2009a). The way the incentives are measured depends on the 

organization, the incentive plan and hierarchical position of the individual rewarded for 

the performance (Coleman and Fortier, 2002). The annual bonus plans are envisioned to 

be paid in form of cash. In practice, however, the annual bonus is payable in cash and/or 

in shares, and the bonus earned in terms of the short-term incentives is generally de-

ferred at later dates (Fattorusso at al., 2007). One reason for this might be that it is re-

quired and recommended by the rules addressed to the listed companies of EU member 

states to distribute bonus in non-cash forms in order to ensure long-term focus and con-

sider outstanding risk through remuneration payments (European Commission, 2009b; 

European Parliament and the Council, 2010).  

 

The short-term rewards such as bonuses are enhanced by additional benefits, severance 

pay arrangement and long-term elements, such as pension, contributions, share options 

and long-term incentive plans (Buck et al., 2007). Unlike long-term incentives, short-

term incentives such as executive bonus are not directly tied to share price, but its rela-

tion with shareholder value is relevant to assessments concerning whether it benefits 

shareholders and/or executives. Despite the aggregate level of bonus which is weakly 

associated with shareholders value, there are additional dimensions which contribute to 

the transparency of CEO bonus scheme. Particularly, there is a tendency towards less 

transparency by way of more complexity in bonus scheme along with association of 

higher bonus pay-outs, which may raise concern for shareholders and regulators (Fat-

torusso et al., 2007). 

 

Fattorusso et al. (2007) have defined three dimensions of transparent bonus characteris-

tics, which are more preferable and in favor of shareholders, namely (1) the application 
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of simple targets through a single performance condition, (2) the application of pub-

lished targets accessible to shareholders, and (3) bonus payments in form of cash. They 

are desired from the shareholders perspective since simple and published performance 

targets and cash payments are easier to evaluate and ascertain by shareholders. In terms 

of cash payments, it is easier to value the cash bonus than the bonus in form of shares, 

and especially if they are deferred at later dates, since the expected value of shares is 

uncertain at the time of the bonus awards. These three features imply transparency 

meaning that if the companies are able to fulfill the given bonus criteria then they are 

defined as transparent towards the public in terms of their disclosed information. Fat-

torusso et al. (2007) defines transparent company as a company who aims to openly en-

courage the alignment of executives’ interest to those of their shareholders. In contrast, 

less transparency is referred to as complex, undisclosed and unpublished targets and 

non-cash payments, and such opaque remuneration agenda might be explained by the 

managerial power theory, which is more thoroughly defined below (Fattorusso et al., 

2007). 

 

In spite of substantial heterogeneity of bonus plans across different companies and in-

dustries, Murphy (2001) has illustrated an archetypical feature of a top executive´s an-

nual bonus plan that is based on a single-year´s performance. The executive bonus plans 

can be classified into three basic elements, namely performance measures, target per-

formance, and the relation between pay and performance (see Figure 2-1). This bonus 

plan usually stipulates the payment earned by the executives as a function of the per-

formance measures employed to estimate them. In a typical executive bonus plan, exec-

utives do not receive bonus until a threshold performance is achieved which is at the 

minimum bonus level. Target bonus is subsequently paid for accomplishment of the tar-

get performance and the level of bonus is typically limited with a bonus cap. The “in-

centive zone” is the range between the threshold bonus and the bonus cap signifying the 

range of performance realizations where incremental enhancement in performance equal 

incremental enhancement in bonuses (Murphy, 2001).  
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Figure 2-1 An archetypical executive annual bonus plan 

 

2.3 Principles on disclosure and transparency  

The increased interest concerning disclosure of issues regarding executive compensa-

tion can partly be explained by the growth of the attention by the media and the public. 

This attention has partly grown since the occurrence of large corporate governance 

scandals and the recent financial crisis 2007-2008. Improved disclosure can be seen as a 

tool to increase firm value by reducing asymmetry of information between the company 

and its shareholders and it increases also the ability of shareholders and boards to moni-

tor the top managers. Disclosure is therefore a matter of increasing accountability of the 

company and aligning the interest of the shareholders and the company (Hermalin and 

Weisbach, 2012). Disclosure improves transparency and thereby makes it easier for the 

shareholders of the company to act in accordance to the information that is provided. 

Investors are able to make decisions whether to sell or buy shares based on a fair 

amount of information. Increased disclosure is also an essential feature when it comes 

to fraud prevention since the fuller the disclosure the less likely it is that the corporation 

is involved in fraudulent activities. Overall, it is important for corporations to set the op-

timal level of disclosure in terms of amount disclosed and the usefulness of the infor-

mation for its receivers (OECD, 1999).  
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The disclosure policy of the corporation is connected to the firm´s governance and im-

proved disclosure not only provides benefits but also entails direct and indirect costs. 

The disclosure could be increased at the expense of greater executive compensation and 

at the expense of distortion of information encouraged by the myopic behavior of the 

top managers. Recent studies shows that although enhanced regulations and public scru-

tiny are presumed to reduce the CEO bargaining power and thereby lower the compen-

sation in order for the companies to restore the investors’ confidence, there are implica-

tions showing that the CEO pay still increases until today. All this considered, it is ar-

gued that CEO, as a result of the existence of myopic behavior, has the motivation to 

distort the information by enhancing the short-term figures at the cost of more valuable 

long-term investments. The CEO has the incentive to affect reported numbers sooner 

than later, which in turn may guarantee higher compensation for the CEO through 

“soft” conditions. Therefore, better disclosure may preversely lead to greater agency 

problems by way of CEO´s ability to distort information (Hermalin and Weisbach, 

2012).   

 

In terms of the amount of information disclosed by companies of different sizes, large 

companies tend to have stricter disclosure disciplines than small companies and there-

fore they usually disclose more information. Since large companies tend to have im-

proved disclosure systems there is a possibility that they also tend to deliver greater 

amounts of compensation to their executives. Thus, shareholders will not always fully 

gain when disclosure is improved since the management can capture some of the bene-

fits through greater compensation, sometimes in the form of annual bonus (Hermalin 

and Weisbach, 2012). However, according to Fattorusso et al. (2007) there is no evi-

dence that disclosure of CEO bonus plans merely serve the managers; they can also 

serve the shareholders. In order to serve the best interest of shareholders there are di-

mensions of transparency that need to be considered by the company in order for the 

shareholders to be certain that bonus is not paid out on incorrect bases and to ease the 

evaluation of the company’s compensation policy. Bonuses can either be based on un-

disclosed performance targets or they can be transparent to shareholders in the form of 

disclosed performance targets. Transparency in terms of disclosure of a company’s 

compensation policy may be viewed as a tool for the company to encourage the rela-

tionship between shareholders and executives. Insufficient transparency may therefore 
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be seen as a tool used to ‘camouflage’ bad intensions and as a sign that the company has 

no interest of improving the relationship with its shareholders. This behavior can be 

called rent-extraction and can be explained by the managerial power theory. This theory 

describes how the managers sometimes can be driven by self-interest because of the 

various benefits that they can gain and also the distortion of information in terms of for 

instance income ‘smoothing’ (Fattorusso et al., 2007). 

 

The increased demand for disclosure and transparency for better corporate governance 

has led to tougher requirements for disclosure on the EU level (Hermalin and Weisbach, 

2012). The European Parliament and the Council state that in order to ensure sound re-

muneration policies, fundamentals such as corporate governance structures and disclo-

sure is crucial. Financial institutions should disclose detailed information on their remu-

neration policies and practices in order to ensure adequate transparency of their remu-

neration structures and the risk that is associated with it. Aggregated amounts of the re-

muneration for members of staff whose professional activities have a material impact on 

the risk profile should also be disclosed. This information should be available to the 

company´s stakeholders, such as shareholders, employees and the general public (Euro-

pean Parliament and the Council, 2010). The objective of the disclosure of the infor-

mation regarding remuneration is to build sustained investor confidence and promote 

sound corporate governance throughout the society. Listed companies should display 

appropriate transparency in dealings with investors for them to be able to express their 

views (European commission, 2004).  

 

Since this study deals with the listed banking companies headquartered in different EU 

member states, the following sections will present recommendations and directives con-

cerning the disclosure and transparency of executive remuneration addressed for these 

particular companies. These recommendations and directives are issued by two different 

EU bodies; the European Commission and the European Parliament and the Council. 

Addition to these regulations and recommendations issued on the EU level, the national 

codes of corporate governance and national culture have also an influence on corporate 

governance structure and these aspects are also considered in concluding section.  
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2.3.1 Recommendations at EU level 

In May 2003, the European Commission defined directors’ remuneration as a main pol-

icy objective that should have future importance when it comes to the areas of corporate 

governance and national legislation. The Commission has chosen to introduce non-

binding recommendations to highlight the issue of directors’ remuneration (Risk Met-

rics Group, 2009). The recommendations are non-binding for member states of the EU 

according to Article 288 of the Treaty on the Functioning of the EU. This means that the 

recommendations do not have a legal force, however, they function as a preparation for 

legislation in the member states (European Union, 2010).  

 

In 2004 and 2005, the European Commission adopted two recommendations of which 

had the objective to ensure transparency of remuneration practices, shareholder control 

on the remuneration policy and individual remuneration (European Commission, 2004; 

European Commission, 2005). To further deal with these matters the European Com-

mission issued two recommendations during 2009 that complemented the two earlier 

recommendations from 2004 and 2005. According to the Recommendation 

2009/284/EC on remuneration policies in the financial services sector, it is necessary to 

adopt effective governance structures for the remuneration policy to be efficient.  Bank-

ing companies should disclose the relevant information concerning their remuneration 

policy to facilitate the implementation of the remuneration policy for their shareholders 

and other stakeholders. Relevant information should be disclosed in a clear and under-

standable way to stakeholders (European Commission, 2009b). The Recommendation 

2009/385/EC, which also was adopted in 2009, deals with the issue of directors’ remu-

neration in listed companies. It is stated that “the structure of directors’ remuneration 

should promote long-term sustainability of the company and ensure that remuneration is 

based on performance”. This means that variable remuneration should be linked to pre-

determined and measurable financial and non-financial performance criteria. There 

should also be limits on the variable remuneration and a substantial part should be de-

ferred for a period of, for instance, three to five years (European Commission, 2009a).  

2.3.2 Regulations at EU level 

The EU stipulates laws and regulations concerning, among other issues, variable remu-

neration, transparency and disclosure. The laws within the EU are divided into ‘prima-
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ry’ and ‘secondary’ legislation. The primary legislation (the treaties) is the basis for all 

EU action. The secondary legislation (regulations, directives and decisions) results from 

the principles and objectives that are set out in the primary legislation. Regulations and 

decisions are directly applicable into the national laws within each EU member states 

(European Commission, 2013). An EU directive is binding and presents certain results 

that need to be achieved in every member state. To meet these results the national au-

thorities in each country are free to decide how to adopt their laws as long as it is done 

within a certain timeframe. Directives aim to harmonize existing laws in different EU 

member states so that they are more in line with each other (European Commission, 

2012).  

 

According to the European Parliament and the Council excessive risk-taking in the 

banking sector has led to failures of financial institutions in the member states of the 

EU. Among other factors, incorrect remuneration structures of these banking companies 

have contributed to these failures. For that reason, it is important to provide clear prin-

ciples on sound remuneration to not encourage excessive risk-taking by individuals 

managing risky operations. The European Parliament and the Council officially adopted 

Directive 2010/76/EU on capital requirements for the trading book and for re-

securitizations and the supervisory review of remuneration policies, called Capital Re-

quirement Directive III. The directive aims at, among other issues, further improving 

transparency regarding the remuneration practices of banking companies included in the 

earlier issued recommendations concerning the matter. The financial institutions in EU 

member states should follow the information on remuneration to benchmark remunera-

tion trends, which they are required to disclose under the directive. The provisions on 

remuneration included in this directive should be implemented by the banking compa-

nies before the date of implementations in each member in order to guarantee full effec-

tiveness of the directive (European Parliament and the Council, 2010).  

 

Furthermore, the EU directive 2010/76/EU requires efficient remuneration policies that 

do not encourage or reward excessive risk-taking. The remuneration policy should align 

the interest of the employees with the long-term interests of the banking companies and 

contain long-term performance-based components. A substantial part of the variable 

remuneration should consist of shares and be deferred for a suitable period of time. The 
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banking companies should disclose detailed information regarding their remuneration 

policies in order to guarantee transparency to their shareholders and other stakeholders. 

Banking supervisors have the authority to sanction banks with remuneration policies 

that do not fulfill the new requirements (European Parliament and the Council, 2010).  

2.3.3 Corporate governance codes at national level 

The European corporate governance started to institutionalize in the early 1990s in 

United Kingdom. Due to the local financial scandals, the Cadbury Report on the Finan-

cial Aspects of Corporate Governance was released in 1992. This report became the first 

in a range of significant guidelines that were later published in the EU. During the 

2000s, the member states that had implemented the first guidelines of corporate govern-

ance started to adopt comprehensive codes of corporate governance and the adoption of 

the codes continued to spread to remaining countries. Today, there is a national corpo-

rate governance code in almost all member states. The corporate governance codes are 

voluntary codes of conduct based on a ‘comply-or-explain’ approach. The comply-or-

explain was introduced in European law for the first time through Directive 

2006/46/EC1 and then became a part of the corporate governance within the EU. The 

corporate governance codes in each country may occasionally include recommendations 

that are non-binding. However, the companies need to explain any deviations from the 

code (Risk Metrics Group, 2009). 

 

Each member state in the EU has its own traditions and its own approach to corporate 

governance, which resulting in different ways of dealing with the issues of corporate 

governance. Consequently, there are a variety of combinations of how the corporate 

governance code systems are organized and how they differ in application, both in con-

tent and level of detail. The principles of corporate governance are distributed in differ-

ent ways between law and codes within in each member state. The distribution depends 

on factors such as legal traditions, ownership structures and the tradition of corporate 

governance. Some areas of corporate governance are regulated in national law and by 

European legislation while other issues such as remuneration may be found on the cor-

porate governance codes in respective country. However, some of the recommendations 

and regulations as to executive remuneration, which has been developed recently on the 

EU level with aim at enhancing and improving the disclosure of executive remuneration 
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of listed companies, have been incorporated in a number of national codes of corporate 

governance (Risk Metrics Group, 2009). 

 

The question concerning the current corporate governance regulation for financial insti-

tutions is challenging for stakeholders and the public authorities and there is no simple 

solution. The current regulation need to be improved in a way that accountability and li-

ability increases at the same time as necessary entrepreneurship and moderate risk-

taking is not discouraged (European Commission, 2010a). To encourage sound remu-

neration there is a need for effective governance. However, the current economic and 

financial crisis has shown weaknesses in the decision making process when it comes to 

remuneration policies in financial institutions. It has been shown that there is a mis-

match between remuneration policy, risk management and internal control systems. 

Short-term excessive risk-taking by financial institutions seems to have been encour-

aged because of the existence of inadequate remuneration schemes including a large 

variable part based on short-term bonuses. To decrease the risk of excessive risk-taking 

there should be a balance between the fixed and variable components. To deal with 

these issues the European Commission have made several recommendations concerning 

remuneration which later partly have been implemented in each corporate governance 

code of each member state. The codes are based on the provisions of national law and 

EU law from European Commission on corporate governance related matters (European 

Commission, 2010a).  

 

In 2010, a report was issued by the European Commission concerning directors’ remu-

neration, which states that merely a minority of member states has implemented at least 

half of the recommendations issued by the Commission. A number of member states are 

still implementing the recommendations in their national law or corporate governance 

code. A large number of member states require or recommend that there should be a 

link between the variable remuneration and long-term multi-year financial performance 

criteria to avoid excessive risk taking by executive directors of the company. In a major-

ity of the member states, it is also recommended that variable compensation payments 

should be capped and there are only a small number of member states that recommends 

that the compensation should be deferred (European Commission, 2010b). 
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In most cases annual bonuses are included as a part of the variable component, and are 

rarely mentioned as a bonus. There are no specific recommendations or regulations for 

annual bonus plans alone and how their performance conditions should be structured.  

The performance conditions that are mentioned are rather explained in more general 

terms and in terms of performance-related incentive payments. Also, when the incentive 

plan is mentioned it is often explained in the context of stock option or other equity-

based incentives, which is often not part of the short-term incentive (Fattorusso et al., 

2007).  

 

2.4 Managerial power theory 

The behavior of participants of corporate governance can be explained from many dif-

ferent approaches. Managerial power theory is one of the approaches which address the 

agency problem that exist between the executives and the shareholders and gives an ex-

planation to the issue of executive remuneration, including its disclosure and transpar-

ency. This approach is applicable to this study since it predicts that there is a correlation 

between the managerial power and managerial rent-extraction which may have an influ-

ence on the remuneration arrangements of the executives (Bruce et al, 2005).   

 

According to managerial power theory, the CEOs and possibly other top managers of 

the company generally have, due to specific structural and social-psychological mecha-

nisms, extensive power over the board and thus a significant control over their own 

compensation arrangements. Because of these mechanisms, few incentives are created 

for directors to question compensation arrangement that are rather in the interest of ex-

ecutives than shareholders, and this may be indicated by the higher levels of executive 

remuneration and remuneration that have a lack of sensitiveness to performance. This is 

common in boards where managers possess relatively more power than the board (Beb-

chuk and Fried, 2004). Other things being held constant, it is assumed that managers 

would tend to possess extensive power when (1) corporate has a relatively weak or inef-

fectual board; (2) there is no large external shareholder; (3) there is a lack of institution-

al shareholders; (4) or managers are protected by anti-takeover provisions (i.e. provi-

sions discourages CEOs and top managers to attempt a hostile takeover) (Bebchuk and 

Fried, 2004).  
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Due to the extensive power that the CEO possess, the previous studies have shown that 

there are some features of the pay arrangements that reflect managerial rent-extraction 

or some form of “skimming” behavior. The term “rent”, in this context, refers to the ex-

tra value managers obtain in addition to what would otherwise be granted by a board 

that had the tendency to generate shareholders’ value, as well as the required time and 

information to perform that task accurately. Due to the existence of greediness of man-

kind, managers as well as others generally prefer to have more money than less, there-

fore it is expected that managers to use their power to obtain higher pay than they would 

receive under arm´s length contracting. Given that managerial influence associates with 

rents, managerial power theory relies on the assumption that there is a correlation be-

tween power and rents, and may have an influence on the remuneration arrangements 

design. Moreover, there is a considerable evidence of camouflage activities deployed by 

top managers in order to avoid outrage. The camouflage of information implicates that 

when compensation arrangements of executives diverges from arm´s length contract, 

they usually reduces the visibility of rent-extraction to external stakeholders. Further-

more, there are common compensation practices, for instance pension pay, deferred 

compensation, company loans and non-indexing of options, that is served by camou-

flage purpose (Bebchuk and Fried, 2004).  

 

Fattorusso et al. (2007) argues that there are some bonus elements, despite the aggregate 

bonus level, which may impact the transparency of the bonus plan. The issue of bonus 

plan transparency has been explained through the managerial power theory. The authors 

hypothesize that the companies which try to act in the best interest of the shareholders 

and the company do so through comprehensible disclosure of information. These com-

panies can be assumed as transparent towards their shareholders. By contrast, the low 

transparent companies are those which can be related with “camouflage” of the infor-

mation and no further improvement in firm performance. The same goes for bonus 

plans elements; annual bonus plans that are opaque through complex, undisclosed or 

unpublished and non-cash rewards suggests that the company is non-transparent due to 

the fact they are harder to evaluate from the shareholders perspective. Thus, the more 

transparent the company is the better from a governance perception (Fattorusso et al., 

2007).      
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3 Method 

 

3.1 Research strategy 

Research is referred to as the process that involves collection and interpretation of the 

data in a systematic way and simultaneously having a clear objective for the research, 

by this means expanding the researcher´s knowledge (Saunders, Lewis and Thornhill, 

2007). Research strategies that have been identified by researchers and academics are 

experiments, surveys, case studies, action researches, grounded theory, ethnography and 

archival research. Saunders et al. (2007) highlight that there is no certain research strat-

egy that is superior or inferior to any other.  

 

Saunders et al. (2007) defines archival research as a research where administrative rec-

ords and documents are utilized as the primary source of data, which is an outcome of 

daily activities. Administrative records and documents are referred to as both historical 

and recent document, such annual financial reports. This study involves investigation of 

the banking sector in the EU context, which generates answer to whether the transpar-

ency of the disclosed bonus plans and its performance targets can be justified and veri-

fied by a third party. Such disclosed information may only be obtainable through com-

panies’ financial reports and/or corporate governance reports addressed to the public 

and are therefore the primary sources of current study. These different reports related to 

remuneration arrangements, and specifically annual bonus plans, are analyzed in order 

to answer the research question and achieve the aim of this study  

 

3.2 Research approach 

Research approach is considered as significant part of the research process and is re-

ferred as explanation and justification of the techniques and procedures that are used to 

obtain and analyze data. What type and number of techniques and procedures that are 

used during the process depend upon the research purpose (Saunders et al., 2007).  

 

There are two research methods that are employed in different academic disciplines, ei-

ther separately or combined when collecting the data for the research, namely qualita-

tive and/or quantitative research method. Qualitative research method refers to data that 



 

 
22 

are not numerical in nature but have rather meaningful exploration of the phenomenon 

being studied through words (Saunders et al., 2007). The reason why qualitative method 

has been preferred instead of quantitative one is because it is more suitable for the re-

search question and the purpose of the study. This research explores the issue of disclo-

sure and transparency of annual bonus plans, which comprises mainly of descriptive da-

ta. The aim of this approach is to get an in-depth understanding of the topic particularly 

in largest EU banks. The descriptive information comprises of the remuneration ar-

rangements, such as annual bonus plan, which mostly takes the form of words and fig-

ures rather than numbers.  

 

Qualitative research method is usually classified as either inductive (or “building theo-

ry”) or deductive (or “testing theory”). Deductive approach is applicable for current 

study and it means that appropriate theoretical framework is tested against the analyzed 

data (Saunders et al., 2007). The theoretical frameworks that is valid for this study is the 

managerial power theory. The theory addresses the agency problem between the man-

agers and shareholders through executive remuneration arrangements. The advocates of 

the managerial power, Bebchuck and Fried (2004), argues that there is a correlation be-

tween CEO power and pay, meaning that the excessive power that CEO possess might 

lead to inadequate pay arrangements.  

 

3.3 Data collection 

Data collection is referred to the sources that are used in the study. There are mainly 

two forms of data collections, primary and secondary data. Primary data is data that has 

been observed, experienced or recorded directly from immediate experience and that 

has not been analyzed. Secondary data, on the other hand, is gathered data established 

by a third party (Walliman, 2010). Saunders et al. (2007) claim that secondary data is 

not always intentionally published for the research subject. Journals, newspapers, policy 

documents, annual reports and all other type of data that already exist are some example 

of secondary data 

 

The documents and information that are gathered for the current study are merely based 

on secondary data. The secondary data that are used in this study is generated specifical-

ly from remuneration reports of companies, which have been downloaded from their of-



 

 
23 

ficial websites. Also, official documents in form of recommendations and guidelines re-

garding executive remuneration issued in the EU-levels, national specific corporate 

governance codes and other documents associated to the research issue. 

 

In order to ease the comparison between the twenty different banks, all financial data 

that are conducted in this study retrieved from each bank´s annual reports have been 

converted into common currency of euro [EUR]
1
. Converse currency is based on ex-

change rate of the last day of the 2011 calendar year. Moreover, the study will be orga-

nized by the level of transparency by dividing the banking companies into two main 

groups, specifically banking companies with high transparency respective banking 

companies with low transparency. The aim of this structure is to simplify comparison of 

all companies due to the nature of the sample. 

 

3.4 Sample description 

A total of twenty banking companies are included in the sample for the purpose of this 

thesis. The selected banks are based on the list of “Large EU banks” issued by the High-

Level Expert Group and comprises originally of 29 leading banks, both listed and pri-

vate companies, where the firm size is measured by total assets. However, nine of the 

banks of the original list are excluded from the sample of evident reasons. The sample 

for current study only deals with companies that are listed on the stock exchange mean-

ing that companies´ financial reports and accounts are expected to be publicly accessi-

ble. Since this study takes an objective approach from shareholders viewpoint, it is pre-

sumed to only analyze publicly listed companies. Therefore, five private banks were ex-

cluded. Additional three Swedish-based banks were removed from the study since the 

top managers are not eligible to annual bonus schemes and one Italian-based bank were 

ruled out since the company only disclosed information regarding corporate governance 

and remuneration in Italian. Therefore, twenty selected banks that are included in the 

study are publicly listed and CEOs of the chosen banks are entitled to their annual bo-

nuses
2
.    

   

                                                 
1 Appendix 3 

2 Appendix 2 
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The first nine banks each have the total assets worth more than €1 trillion, with 

Deutsche Bank being the largest bank exceeding € 2 trillion mark in total assets. The 

bank with the lowest amount of assets is UBI Banca, with approximately € 129 million 

(High-level Expert Group, 2012). 

 

Figure 3-1 The 20 largest EU banks by total assets 

 

Furthermore, thirteen of the selected banks are considered Global Systematically Im-

portant Banks [G-SIBs], according to the Financial Stability Board and the Basel Com-

mittee on Banking Supervision. G-SIB consists of specific financial institutions whose 

distress or disorderly failure, due to the size, complexity and systematic interconnected-

ness of the institutions, which have the tendency to induce major disruption to the wider 

financial system and economic activity. These G-SIB banks are denoted with an asterisk 

(*) in the above figure (High-level Expert Group, 2012).   

 

Most banks are from the United Kingdom, representing five banks of the total sample, 

followed by banks coming from France, Italy, Germany, Spain, Austria, Belgium, 

Denmark, Netherland and Sweden, which is a total of ten different countries.   
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Figure 3-2 The largest EU banks by country 

 

The idea behind the current research is inspired by already existing study issued by Fat-

torusso et al. (2007). Their study reviewed UK listed companies’ annual bonus plans 

and evaluated whether the disclosed information of annual bonuses plan where trans-

parent or not. The authors used a quantitative research approach for their study and de-

ployed, amongst others, three specific annual bonus plan features (see bonus features C 

[1], [2] and [4]), which become useful for this study of disclosure of CEO bonus plan. 

Despite the already existing bonus plans attributes taken from their study, two addition-

al aspects were developed due to recent rules and recommendations stipulated on the 

EU-level which also became applicable to this study as part of bonus plan features (see 

C [3] and C [5]). According to the Recommendation 2009, listed companies should ex-

plain in their remuneration arrangements the methods of annual bonus plan applied in 

order to ease the determination of whether performance criteria have been achieved (Eu-

ropean Commission, 2009a). Furthermore, the Directive 2010/76/EU applicable to fi-

nancial intuitions states that variable components, as part of the remuneration arrange-

ments, should be capped (European Parliament and the Council, 2010). In addition, by 

disclosing the bonus cap, it may ease for the shareholder to evaluate performance targets 

and thereby determine the bonus granted to the CEO which is linked to the predeter-

mined performance measures. These abovementioned guidelines, which are only ap-

plied and disclosed by some of the banks, equally became crucial aspects in terms of 

transparency of bonus schemes. 
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As a result, the level of transparency of CEO annual bonuses plans are examined and 

measured in relation to five transparent bonus plan criteria (C):  

(1) The application of simple targets through a single performance condition, 

(2) The application of published targets accessible to shareholders 

(3) The disclosure of methods applied in order for shareholders to determine wheth-

er the given performance target(s) has been fulfilled.  

(4) Bonus payments in form of cash. 

(5) The disclosure of annual bonus cap 

 

These bonus criteria refers to as preferable criteria from the shareholders perspective, 

which simply means that the fulfillment of these criteria would indicate that companies 

strive to act in the best interest of their shareholders and the company as a whole (Fat-

torusso et al., 2007). In this study, the sampled banks are divided into two main catego-

ries; namely banking companies with high transparency respective banking companies 

with low transparency, depending on their level of transparency. Banks that are catego-

rized as high transparent have fulfilled at least three abovementioned bonus criteria. In 

contrast, banks that are categorized as low transparent have fulfilled two or less bonus 

criteria.  

 

3.5 Validity and reliability 

As part of the research process, authors have to consider the validity and reliability of 

the data that they intent to use. It is a question of ensuring credibility and trustworthi-

ness of the research findings. The validity and reliability of the research findings de-

pends on the methodology applied (Saunders et al., 2007). According to Saunders et al. 

(2007), validity is associated with the question of whether the research findings are as-

sociated with the purpose of the research. Reliability, on the other hand, is concerned of 

whether the applied techniques and procedures of data collection will produce con-

sistent findings. This means that the same findings should be gained if another research-

er uses the same procedure and techniques.  

 

The data that has been collected and obtained for this study is consistent with the re-

search purpose and the research questions and thus measure up to what is considered as 

high validity. In order to achieve the purpose and answer the research questions, sec-
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ondary data is utilized in form of bank´s annual reports, since it contain information that 

is valuable and convenient for this study. The companies have the obligation to prepare 

true information about the financial statements and accounts in their reports accessible 

to the public in order to consider them as trustworthy and reliable in the public eye. The 

subjectivity may be existent since the interpretation and examination of the collected da-

ta from the companies’ published reports are done by the individuals and through a sys-

tem of bonus criteria which serves as the basis of this study. In this case, the annual re-

ports of these large companies are estimated to be reliable due to the fact that they are 

revised and audited before it is published. Official documents such as national corporate 

governance code and other recommendations and regulations related to the matter are 

also considered as reliable since they ensure a high standard of best practice for the cor-

poration, when they are conducted according to the available corporate governance 

codes and other related recommendations and regulations. Additionally, there is always 

a risk of for errors, such leaving out sufficient data, in terms of collecting comprehen-

sive information from financial statements and evaluating whether the banking compa-

nies have succeeded to meet the required criteria. This may be the case in low transpar-

ent banks where applicable information is more problematic to find due to the lack of 

disclosed information. To minimize the risk and thereby enhance the reliability, the in-

formation in the financial statements and in current study have been constantly reviewed 

and rechecked in order to ensure that the collected data is accurate and consistent with 

the original source. Thus, the data in this study is considered as reliable with fairly low 

subjectivity.  
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4 Empirical Findings 

Empirical findings exhibit the disclosure of annual bonus plans of twenty selected bank-

ing companies. The categorization of high transparent banks respective the low trans-

parent banks are shown in the table. The findings indicate that the majority of the banks 

are estimated as low transparent, while only six banks are estimated as high transparent. 

It also shows that the high transparent group comprises of companies which has been 

ranked as the largest banks in the EU measured by the total asset
3
.     

 

The two groups are explained separately and more definitely as to the disclosure of the 

annual bonuses plan, followed by a detailed description of the distribution of CEO an-

nual bonus payments and calculated bonus cap, as both being part of the measurement 

of the annual bonus plans transparency. The banks in each group are presented accord-

ingly to their firm size.  

 

4.1 Disclosure of annual bonus plans 

The information of the disclosure of annual bonus plans is gathered from official reports 

of respective bank and the information is scrutinized in respect of the given features of 

transparency in the disclosure of annual bonuses. Subsequently, twenty banks have been 

segregated and categorized into two main groups. Banks which largely fulfills the given 

transparency criteria of annual bonus plans are put in a category of high transparent 

banks. In contrast, the banks which were lacking to fulfill the features of transparency in 

the disclosure of annual bonuses are put in the category of low transparent banks.  
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Table 4-1 High transparent and low transparent banks 

Banking companies with 

high transparency: 

 Banking companies with 

low transparency:   

 Deutsche Bank  

 HSBC Holdings 

 Barclays  

 RBS Group  

 Santander 

 Lloyds Banking Group  

 

  BNP Paribas  

 Credit Agricole  

 Societe Generale  

 ING  

 UniCredit  

 Nordea Bank 

 Commerzbank 

 Intesa Sanpaolo  

 BBVA  

 Standard Chartered  

 Danske Bank  

 KBC Bank 

 Erste Bank  

 UBI Banca  

 

Table 4-1 shows the division of the two bank groups in terms of the level of transparen-

cy, where banks are either evaluated as high transparent or low transparent. Merely six 

companies are categorized as high transparent banks, while the total of fourteen compa-

nies is categorized as low-transparent banks. The high transparent banks comprise of 

four UK-based companies and two respective banks from Germany and Spain. The low 

transparent banks comprise of companies from ten various countries, specifically from 

France, the Netherlands, Sweden, Germany, Italy, Spain, the UK, Denmark, Belgium 

and Austria. These two bank groups are described more thoroughly as to their estima-

tion of transparency in the next two sections.  

 

4.1.1 Banking companies with high transparency 

This section provides findings of the high transparent bank. The banking companies 

with high transparency refer to as those banks that have fulfilled three or more bonus 

plan criteria signified as transparent.  
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Table 4-2 Disclosure of CEO bonus plan in accordance with annual bonus plan criteria of high transparent 
banks4 

 C (1) C (2) C (3) C (4) C (5) Total T 

Deutsche Bank T T T T T 5 

HSBC Holdings N T T N T 3 

Barclays N T T N T 3 

RBS Group N T T N T 3 

Santander N T T N T 3 

Lloyds Banking G. N T T N T 3  

Total T 1 6 6 1 6  20 

Note: Annual bonus plan criteria and other abbreviations: 

C (1): The application of simple targets through a single performance condition; C (2): The application 

of published targets accessible to shareholders; C (3): The disclosure of methods applied in order for 

shareholders to determine whether the given performance target(s) has been fulfilled; C (4): Bonus pay-

ments in form of cash; C (5): The disclosure of annual bonus cap 

T: Transparent; N: Non-transparent 

 

 

Table 4-2 displays the way high transparent banks have disclosed each of the five fea-

tures, characterized as either transparent if the criterion is fulfilled or non-transparent if 

the criterion is unfulfilled. Bonus features (2), (3) and (5) are the ones that have been 

achieved by all banks. This means that all of the banks have published their perfor-

mance targets, disclosed the method applied for the estimation of the performance 

achievements as well as the disclosure of bonus cap. However, bonus features (1) and 

(4), i.e. simple targets through a single performance condition and bonus payment in 

form of cash, has only been achieved by Deutsche Bank resulting of being the most 

transparent bank of the total sample.   

 

Table 4-3 Distribution of CEO annual bonus payments of high transparent banks in percentage  

 Up-front portion Deferred portion 

 Cash Shares Cash Shares 

Deutsche Bank 100 % - - - 

HSBC Holdings - 40 % - 60 % 

Barclays - - - 100 % 

RBS Group - - - 100 % 

Santander 20 % 20 % 30 % 30 % 

Lloyds Banking G.  - - - 100 % 

 

Criterion (4) which specify the form of bonus payments are more thoroughly identified 

in table 4-3. In order for criterion (4) to be transparent the bonus should be awarded in 

cash. The table show that only Deutsche Bank succeeded to fulfill this criterion. How-
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ever, the rest of the banks distributed their bonus payments in other forms. The three 

UK banks Barclays, RBS Group and Lloyds Banking Group, give out their bonuses on-

ly in form of deferred shares, while the Spanish Santander and British HSBC Holdings 

have divided the payment forms between the four categories, distributing two or more 

types of bonuses.  

 

Table 4-4 Calculated bonus cap of high transparent banks in EUR5 

 Base salary CEO bonus cap in % of 

the base salary/ 

total bonus target 

Bonus cap 

Deutsche Bank 1,650,000 364 % (max. 546 %)  6,000,000 

HSBC Holdings 1,491,885 300 % 4,475,655 

Barclays 1,611,236 250 % 4,028,090 

RBS Group 1,432,210 200 % (max. 250 %) 2,864,420 

Santander 3,703,000 193 % 7,146,790 

Lloyds Banking G. 1,266,312 225 % 2,849,202 

Note: Deutsche bank is the only bank that has used another reference to the calculation of the bonus cap, 

while all other banks calculated the bonus cap in relation to the base salary. However, to ease the com-

parison between the companies, the Deutsche bank´s bonus cap was also calculated in relation to the 

CEOs base salary. The calculation of the bonus caps of the sampled companies are explained more thor-

oughly in the Appendix 4.  

 

Additionally, the companies Deutsche Bank and RBS Group have also disclosed, despite the bonus cap, 

the exceptional maximum limit of bonus which may only be achieved in most favorable conditions. How-

ever, the above table does not consider the additional maximum limit of the bonus when calculating the 

bonus cap. 

 

Table 4-4 shows the criterion (5) concerning disclosure of bonus cap in more detail. The 

bonus cap is often limited in relation to the base salary. Deutsche Bank is the only bank 

that capped their bonus in relation to the total bonus target in their report, which is ap-

proximately 364 percent of the base salary. All banks in this category disclosed the bo-

nus cap in their remuneration arrangements. However, the way the bonus is limited dif-

fer extremely between the banks resulting of bonus being capped in the range between 

around 2 800 000-7 100 000 EUR.  Deutsche Bank has capped their bonus at the highest 

level with 364 percent of the base salary, while Santander has capped the bonus at the 

lowest level with 193 percent of the base salary.   
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4.1.2 Banking companies with low transparency 

This section provides findings of the low transparent banks. The banking companies 

with low transparency refer to as those banks that have unfulfilled three or more bonus 

plan criteria signified as transparent.  

Table 4-5 Disclosure of CEO bonus plan in accordance with annual bonus plan criteria of low transparent 
banks6 

 C (1) C (2) C (3) C (4) C (5) Total T 

BNP Paribas N T N N N 1 

Credit Agricole  N T N N T 2 

Societe Generale N T N N N 1 

ING  N T N N N 1 

UniCredit N T N N N 1 

Nordea Bank N N N N N 0 

Commerzbank T T N N N 2 

Intesa Sanpaolo N T N N N 1  

BBVA N T N N T 2 

Standard C. N T N N N 1 

Danske Bank N T N N T 2 

KBC Bank N T N N N 1 

Erste Bank N N N N N 0 

UBI Banca N T N N N 1 

Total T 1 12 0 0 3 16 

Note: Annual bonus plan criteria and other abbreviations: 

C (1): The application of simple targets through a single performance condition; C (2): The application 

of published targets accessible to shareholders; C (3): The disclosure of methods applied in order for 

shareholders to determine whether the given performance target(s) has been fulfilled; C (4): Bonus pay-

ments in form of cash; C (5): The disclosure of annual bonus cap 

T: Transparent; N: Non-transparent 

 

Table 4-5 displays the way the low transparent banks have disclosed each of the five 

criteria, characterized as either transparent if the criterion is fulfilled or non-transparent 

if the criterion is unfulfilled. Merely bonus criterion (2) has been frequently achieved by 

most banks. This means that specifically 12 out of 14 banks of this group have pub-

lished the performance targets linked to the annual bonus payments. The rest of the bo-

nus features are rarely fulfilled by the banks, i.e. they have fulfilled between 0-2 criteria, 

resulting in non-transparent disclosure.  
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Table 4-6 Distribution of CEO annual bonus payments of low transparent banks in percentage  

 Up-front portion Deferred portion 

 Cash Shares Cash Shares 

BNP Paribas - - - - 

Credit Agricole  - - - - 

Societe Generale - - - - 

ING  - - - - 

UniCredit 25 % 25 % 25 % 25 % 

Nordea Bank - - - - 

Commerzbank - - - - 

Intesa Sanpaolo - - - - 

BBVA 25 % 25 % 25 % 25 % 

Standard Chartered - - - - 

Danske Bank 50 % - - 50 % 

KBC Bank - - 50 % 50 % 

Erste Bank - - - - 

UBI Banca 20 % 20 % 30 % 30 % 

 

Table 4-6 which is displayed above specifies criterion (4) more specifically, where bo-

nus payment awarded in cash is estimated as transparent. This bonus feature has not 

been fulfilled by any low transparent banks, and nine banks did not even disclose the 

form of the payments or the way the payments are divided. The banks that have dis-

closed this information have arranged the bonus payment in various ways between the 

given categories.  

 

Table 4-7 Calculated bonus cap of low transparent banks in EUR7 

 Base salary CEO bonus cap in % of 

the base salary/ 

total bonus target 

Bonus cap  

 

BNP Paribas - - - 

Credit Agricole 900,000 100 % (max. 120 %) 900,000 

Societe Generale  - - - 

ING  - - - 

UniCredit - - - 

Nordea Bank - - - 

Commerzbank - - - 

Intesa Sanpaolo - - - 

BBVA 1,966,260 200 % 3,932,520 

Standard Chartered - - - 

Danske Bank 1,358,796 20 % 271,759 

KBC Bank - - - 

Erste Bank - - - 

UBI Banca - - - 
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Note: The company Credit Agricole has also disclosed, despite the bonus cap, the exceptional maximum 

limit of bonus which may only be achieved in most favorable conditions. However, the above table does 

not consider the additional maximum limit of the bonus when calculating the bonus cap.  

 

Table 4-7 demonstrate the criterion (5) about disclosure of bonus cap more thoroughly. 

The bonus cap is shown in relation to the base salary. Only three banks have disclosed 

their bonus cap in their remuneration policy. The bonus cap differs in the percentage 

and the amount of bonus cap between low transparent banks as well. The bonus caps in 

these three banks is in the range between 270 000-4 000 000 EUR, where BBVA has 

the highest level of bonus cap of 200 percent of the base salary, and Danske Bank has 

the lowest level of bonus cap of 20 percent of the base salary.  
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5 Comparative Analysis  

The analysis is presented in the same composition as the empirical findings. The overall 

disclosure of annual bonus will be analyzed and linked to the theoretical framework. 

This is followed by thorough analyze of high respective low transparent banks in sepa-

rate headings.   

 

5.1 Disclosure of annual bonus plans  

This empirical study deals with the research question of whether the selected banks has 

disclosed information regarding the CEO annual bonus plans in accordance with the 

preferable and transparent bonus plan characteristics. These bonus plans characteristics 

comprise of five different criteria, which is partially based on the previous study by Fat-

torusso et al. (2007) and partially on the recent recommendations and directives related 

to remuneration policy and disclosure of variable remuneration issued in the EU-level, 

which also is applicable to the aim of this study concerning the disclosure and transpar-

ency of the annual bonus incentives. This have resulted the following transparent bonus 

criteria (C):  

 

 C (1): The application of simple targets through a single performance condi-

tion;  

 C (2): The application of published targets accessible to shareholders;  

 C (3): The disclosure of methods applied in order for shareholders to deter-

mine whether the given performance target(s) has been fulfilled;  

 C (4): Bonus payments in form of cash, and  

 C (5): The disclosure of annual bonus cap. 

 

 

Here, it is worth mentioning that the original criteria established by Fattorusso et al. 

(2007), i.e. C (1), C (2) and C (4), are intended to only consider what is desired from the 

shareholder´s perspective in terms of understandability and comprehensibility of the 

disclosed information. However, these particular criteria do not fully take the regula-

tions into account, since two of the criteria, specifically C (1) and C (4), contradicts 

with what is stated in the recommendations and directives regarding the variable remu-
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neration. It is recommended by the European Commission that the variable components 

of executive remuneration should be linked to preset performance measures, where both 

financial and non-financial indicators are taken into consideration (European Commis-

sion, 2009a). In terms of bonus disbursements, both the directive 2010/76/EU and the 

recommendation 2009, require that in order to consider the outstanding risk in the fi-

nancial institutions, a large portion of the variable component should be deferred over a 

proper time period and that this portion should consist of shares or other share-linked 

instruments (European Commission, 2009b; European Parliament and the Council, 

2010). This indicates that performance targets are aimed to be multiple, and the bonus 

payments should be deferred and be awarded in non-cash forms, in contrary to what is 

referred by the abovementioned transparent bonus characteristics. These principals are 

evidently submitted among the selected companies resulting in non-fulfillment of these 

two particular bonus criteria.  

 

The three remaining bonus criteria, i.e. C (2), C (3), and (5), are consistent with the 

principles and standards, where two last-mentioned features are completely based on 

these rules. The performance measures linked to the bonus should be revealed together 

with methods applied which aid shareholders to determine the level of bonus payment 

in relations to the performance achievements and the bonus cap, as part of the remu-

neration policies constituted in the companies (European Parliament and the Council, 

2010). Also, it should be notified that C (3) and (5) fulfill each other, since the disclosed 

bonus cap may ease for shareholders to evaluate and determine the achievements of per-

formance targets and the level of granted bonus. Thus, it may be difficult to measure the 

level of the bonus rewards without having the upper limitation of the bonus.  

 

As regards to the findings of current study, the majority of the banks are classified as 

non-transparent due to the lack of information disclosed and/or failure to fulfill the giv-

en criteria. These empirical results clearly highlight the issue of transparency when it 

comes to annual bonus plans. The banks is used as illustration of the study, where more 

rigorous regulations regarding remuneration of executive directors has been developed 

lately specifically for the financial institutions because of the financial crisis and con-

troversies experienced by such institutions. Despite the existing regulations and recom-

mendations aiming to improve and ensure remuneration approach, the annual bonus 
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plans as a separate remuneration component has until today been ignored by the regula-

tory authorities, foremost on the EU-level and consequently on the national level (Fat-

torusso et al., 2007; European Commission, 2009a; European Commission 2009b).  

 

The results displays that the level of disclosure of the information associated with the 

CEO annual bonus plans differs between the EU countries, which may result of annual 

bonus plans being lightly regulated. The latest recommendations and directives issued 

in 2009 and 2010 bundles annual bonus plans together with other types of performance-

based components, such as long-term incentive plan. Consequently, there is no specifi-

cation of how annual bonus plans, as frequently employed element in the executives’ 

remuneration among selected companies, should be handled as a separate component 

(European Parliament and the Council, 2010; European Commission, 2009a; European 

Commission 2009b). Moreover, the latest directive requires that the performance-based 

component and the remuneration as a whole should be based on long-term performance 

and considers the outstanding risk linked with the performance, which aims to align the 

interest between the shareholders and the corporation´s management and to ensure 

sound incentive remuneration arrangements. In order to achieve this, the European Par-

liament and the Council state that a large portion of the variable remuneration should be 

deferred over a certain time period and awarded in other forms than cash (European Par-

liament and the Council, 2010). These new requirements may be reflected among com-

panies’ short-term incentive plans, since most of the companies emphasizes long-term 

interest and outstanding risk in their short-term incentives arrangements resulting in the 

annual bonus payments being mostly deferred at later years and rarely paid in form of 

merely cash. This may explain the lack of transparency as to annual bonus plans among 

the selected companies.  

 

The concept of disclosure and transparency has clearly been an essential topic which 

regulators have constantly tried to strengthen and emphasize in the field of corporate 

governance in order to restrain excessive CEO pay and restore accountability. Disclos-

ing information in accordance with existing standards and requirements and releasing 

information that is significant to the receiver are advantageous to the shareholders, the 

public and the company in the long-term perspective. According to Hermalin and 

Weisbach (2012), disclosure of information is essential since it reduces the information 
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asymmetry between the shareholders and the corporation and thereby increases the firm 

value. From the shareholders perspective, the information disclosed should be useful 

and understandable in order for shareholders to make critical decisions such as invest-

ment decisions in a company and anticipate the actions of managers (OECD, 1999). Fat-

torusso et al. (2007) hypothesizes that transparent companies may likely encourage the 

alignment of interest between the shareholders and the management by way of its pay 

arrangement. On the contrary, the companies which are less transparent may be predic-

tor of ´camouflage´ or distortion of information driven by managerial behavior and no 

further progress in firm performance. Considering this, the study shows that there is a 

lack of transparency among banks meaning that the companies do not act in the best in-

terest of their shareholders by improving their transparency towards shareholders. The 

bonus characteristics describe the preferred way of disclosing the bonus plans in order 

for companies to be considered as transparent in the receivers’ eye. However, only one 

bank fulfilled all five bonus plan criteria in desirable way, and the rest of the banks were 

able to fulfill just some, few or none of them, means that there are space for further im-

provement and possibly transformation in the regulations regarding the annual bonus 

plan.       

 

Considering the EU-context of this study, each country has different ways of dealing 

with issues associated with the corporate governance and the codes in each country dif-

fer in application, both in content and level of detail Even if non-binding recommenda-

tions issued by European Commission is addressed to all EU members states aiming to 

foster the convergence on the corporate governance issues such as remuneration, each 

country have different approaches to corporate governance since these arrangements are 

deeply rooted in the national legal traditions (Risk Metrics Group, 2009). This can be 

observed among companies from the same country by way of disclosed information. 

There are some common trends of disclosing information between companies from the 

same country, in particular the structure and the detail of quantitative and qualitative 

remuneration data. For instance, the UK banks tend to have more comprehensive infor-

mation as to the remuneration components, such as annual bonus plan, while countries 

such as Austria and Sweden have more lacking information of remuneration justifica-

tion.  
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5.2 Banking companies with high transparency 

The banks included in this group have been regarded as transparent fulfilling at least 

three of five transparent bonus characteristics. This is considered as advantageous to 

shareholders since it ease the evaluation of annual bonus plans through disclosed infor-

mation. Transparency plays an essential role in the corporate governance field, since if 

the company is transparent towards their shareholders through disclosure of useful in-

formation regarding the executive remuneration then it usually means that the company 

considers the best interest of its shareholders. In terms of bonus plans, the high trans-

parent companies aim to provide the shareholders and the public with comprehensive 

information through pay arrangements such as incentives (Fattorusso et al., 2007). 

Hermalin and Weisbach (2012) argue that there is a tendency to have better disclosure 

systems in larger companies than in smaller ones, and there are indications that en-

hanced disclosure are means of larger executive compensation. The correlation of better 

disclosure systems and increased executive compensation in larger companies are evi-

dent in this particular group, since this group consists of leading banks in terms of their 

firm size
8
. Deutsche Bank, as the largest bank of the entire sample, is the only one that 

succeeded to fulfill all five criteria, and hence may be labeled as ideal bank according to 

these bonus characteristics, but at expanse of the large bonus compensation. The rest of 

the banks from the same group only fulfilled C (2), (3) and (5), i.e. performance tar-

get(s), the method applied as well as bonus cap were disclosed and accessible to the 

shareholders. Thus, these banks fulfilled at least three criteria consistently resulting in 

banks being classified as high transparent.  

 

In terms of bonus caps, the Table 4-4 Calculated bonus cap of high transparent banks 

show that CEOs of the banks have the ability to receive a large amount of bonus com-

pensation, if the given performance targets are fully met. This may suggest that Her-

malin and Weisbach´s (2012) implications regarding the correlation between high dis-

closure and large bonus payments corresponds with the results. As mentioned before, 

improved disclosure regime may be at cost of high compensation, but it may also be at 

cost of distortion of information induced by managers myopic behavior and bargaining 

power that they possess. Such behavior may indicate that managers are motivated by 
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rent-extraction and camouflage of information, which is explained by the managerial 

power theory. Evidently, managers are sometimes driven by the self-interest because of 

the potential bonus and other benefits that they are eligible to. Other factors such as po-

litical and environmental pressures may also be basis for distorting the information 

through income “smoothing” or hiding the losses of the firm. However, whether com-

panies are hiding or revealing inaccurate information to shareholders and the public is 

almost impossible to ascertain and notice by the naked eye.  

 

Particularly two criteria, C (1) and (4), were rarely fulfilled in this group. This means 

that performance targets related to the annual bonus plans were multiple and therefore 

complex to measure and evaluate, and some of the banks have several targets compris-

ing of both financial and non-financial indicators, which are related to the annual bonus 

incentive. Moreover, the forms of bonus payments awarded to CEO are demonstrated in 

Table 4-3 Distribution of CEO annual bonus payments of high transparent banks in 

percentage and show that bonuses are seldom paid out in merely cash, since Deutsche 

Bank is the only bank that have achieved this. Instead, three of the banks, which are all 

UK-based companies, distributed only in form of deferred shares, while the rest had a 

mix of different bonus awards, both shares and cash which were immediately paid 

and/or distributed at later dates. As mentioned before, these two criteria conflicts with 

the existing rules applicable to listed companies and financial institutions, which indi-

cate that these banks have fulfilled the requirements set on the EU level and thereby 

failed to fulfill the given bonus criteria. 

 

Finally, it is worth notifying that this category comprises of four out of six banks from 

the UK, i.e. HSBC, Barclays, Royal Bank of Scotland and Lloyds Banking Group. The 

high transparency among these banks may be explained by the UK having the longest 

tradition in corporate governance in Europe, where the first report and code of best 

practice known as Cadbury Report on Financial Aspects of Corporate Governance was 

released. As a result, the UK has some of the highest and most developed standards of 

corporate governance in the world (Risk Metrics Group, 2009). Because of this, it can 

be presumed that the remuneration issues have been approached more thoroughly in the 

UK in comparison to other EU member states. Another reason for the high level of 

transparency among UK banks might be that some of these banks have dealt with con-
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troversies regarding the extensive CEO bonus payouts and compensation packages alt-

hough the firms were losing financially. These banks are therefore more motivated to 

comply with the recent developed regulations given in the UK and directives issued by 

the EU in order to restore the accountability and gain public trust by way of improving 

their disclosure regime.   

 

5.3 Banking companies with low transparency 

This category of banks has been considered as low transparent achieving only two or 

less bonus characteristics. By contrast to high transparent banks, the companies with 

opaque bonus plans involving complex performance targets or where elements such as 

performance targets, method justifying the CEO bonus pay and bonus cap are undis-

closed or unpublished suggest a remuneration scheme driven by managerial power. Ac-

cording to Bebchuck and Fried (2004), there are some indications that managerial pow-

er and rent extraction may have a damaging influence on executive compensation. 

CEOs (and other executive directors) that possess higher power than other staffs in the 

company may act in their own best interest by means of camouflage rent-extraction 

which in turn may lead to inadequate remuneration arrangements (Bebchuck and Fried, 

2004). For instance, budget-based bonus plans internally determined and often subjec-

tive may lead to income “smoothing”, which is an attempt to swindle the public with the 

intention of enhancing the managerial remuneration. This type of managerial “skim-

ming” behavior is related to the theory of managerial power. Consequently, the non-

transparency and camouflage of information may also indicate no further improvement 

in firm performance and thereby shareholders not gaining return on their investments 

(Fattorusso et al., 2007).  

 

With respect of transparent bonus characteristics, C (2) was the only criterion which 

was frequently fulfilled, meaning that the performance targets are available to the pub-

lic. The other criteria, however, were seldom and sometimes never achieved by this cat-

egory. Additionally, two of the companies, specifically Nordea and Erste Bank, did not 

fulfill any of the criteria. This resulted in these companies being classified as low trans-

parent. The reason why C (1) and C (4) are unfulfilled, i.e. the performance targets are 

multiple and complex and the bonus are distributed in form of non-cash, might be the 
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same reason as mentioned above; that is because of the recently developed regulations 

and recommendations which the companies are demanded or suggested to comply with. 

Also, it is expected that C (3) and C (5) are fulfilled by the banks since these features 

are based on the new rules and guidelines applied to listed and financial institutions. 

However, in this case they are not achieved which signifies that the managers do not act 

in the best interest of the shareholders and the company as a whole.  

 

In Table 4-6 Distribution of CEO annual bonus payments of low transparent banks in 

percentage, it is shown that only five out of fourteen banks that have disclosed the in-

formation about how the bonus payments are distributed, if the performance targets are 

fulfilled by the CEO. The banks that have revealed this information have paid out bo-

nuses to CEOs in form of cash and/or non-cash, and both in deferred and non-deferred 

basis. Table 4-7 which displays calculated bonus cap by this category is even more rare-

ly disclosed. Merely three banks have disclosed the upper limit of the full bonus, and 

how these banks have capped their bonuses in relation to the base salary also vary.  

 

This should raise concerns to shareholders who are most affected by the results of this 

study since they expect the return on their money which can only be obtained if the per-

formance of the firm is going well. But this should also raise concerns to the regulatory 

authorities who control and direct rules concerning issues like disclosure and transpar-

ency of the pay arrangements. Today´s framework and principles of remuneration poli-

cy of the executive primarily promotes sound and effective risk management and pre-

vent inappropriate risk-taking. However, as findings shows there is still room for further 

improvement and harsher demands by the EU ordinance in order to improve the issue of 

disclosure and transparency of annual bonus plans in all EU member states.  
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6 Conclusion 

The aim of this research was to scrutinize the leading EU banking corporations’ disclo-

sure and transparency of the CEO annual bonus plan in the financial year 2011. Annual 

bonus plan is a short-term incentive payment based on individual and firm performance. 

The level of transparency of annual bonus plans was examined in relation to the five 

features of transparent bonus plan characteristics. The banks was classified as transpar-

ent, if their annual bonus plan entailed (1) simple targets through a single performance 

condition; (2) published targets (3) disclosed methods applied in order for shareholders 

to determine the fulfillment of the performance targets; (4) bonus payments in form of 

cash, and (5) disclosed bonus cap.  

 

Based on the findings, one can conclude that a substantial portion of the banks is con-

sidered as non-transparent due to the failure of fulfilling the given bonus plan features. 

Merely six banks were classified as high-transparent, while fourteen of the banks were 

classified as low-transparent. Our findings also display that the six transparent banks 

were those that were topmost ranked as to the amount of total assets, the rank of which 

this study´s sample is based upon. In contrast, the non-transparent banks were mostly 

ranked at the low bottom of the same list, except for two banks which were high-ranked 

as to their firm size. 
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7 Discussion 

The concept of annual bonus plan has become more and more indistinct and unclear due 

to the current legislations on the EU-level, since it bundles together long-term incen-

tives with short-term incentives and is put under the definition of “variable component”. 

In practice, bonus plans are rarely determined or measured in a short-term period and is 

often paid out in a deferred basis. Instead, the long-term interest of the company has 

been more emphasized and this long-term interest has been interpreted not only in long-

term incentive plans but also in short-term incentive plans. This raise the question: Does 

the concept of short-term incentive even exist? It does exist since payments in some 

banks are awarded in yearly basis, but this is very uncommon among the chosen banks 

of this study. 

 

Today´s regulations have been improved by emphasizing the long-term focus and risk 

assessment through executive remuneration arrangements in order to prevent excessive 

pay and risk-taking of the executives, which may be at the expanse of the firm´s long-

term value. This may clarify the existence of the long-term incentive plan which has 

been employed by many companies, in excess of the short-term incentive. Long-term 

incentive plan can be seen as a mechanism that aims to restore the accountability and 

align the interest of the shareholders and the management through implementation of 

the long-term focus of the remuneration. Therefore, the companies tend to protect the 

long-term interest of the firm and thereby the interest of shareholders by paying bonuses 

at later dates rather than annually, and this happens even under the term of a short-term 

incentive plan.  

 

The result of this study shows that there is lack of transparency of annual bonus plan 

among banking companies. The question is if this is current regulations to blame? Prob-

ably, since the current regulations include both short-term and long-term incentives un-

der the definition of variable compensation and do not clearly state specifically how an-

nual bonus plan should be disclosed. According to Fattorusso et al. (2007) the regulato-

ry framework concerning bonuses are relatively weak since there are no detailed regula-

tion that deals with the issue of bonuses and their disclosure alone. This can partly be 

explained by the low interest of developing regulations that deals with bonuses (Fat-

torusso et al., 2007). On the other hand, the regulatory framework cannot be blamed ful-
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ly since the aim of the regulations is to move the trend from short-term incentives to 

long-term incentives. Thus, the long-term incentive are a result of the financial crisis 

since the problems related to the crisis partly were caused by improper remuneration 

structures such as short-term incentives associated with excessive risk taking. 

 

Another reason for the low level of transparency might be that the EU member states 

and the companies have insufficiently implemented the recommendations and regula-

tions issued at the EU level. For instance, European Commission states that the recom-

mendation concerning cap on the variable compensation payments have not been im-

plemented by all member states (European Comission, 2010b). Although the regulations 

are in place today, they are not completely followed by all companies. This is evident in 

this study, since some of the bonus criteria which are based on the recommendations 

and regulations are not completely followed by the companies. Furthermore, the provi-

sions on remuneration included in the EU Directive 2010/76/EU should be implemented 

by the banking companies before the date of implementation in each member state in 

order to guarantee full effectiveness of the directive. However, the directive were issued 

in December 2010 and therefore there is a possibility that the companies did not have 

enough time to implement the directive in the financial year 2011 (European Parliament 

and the Council, 2010).  

 

Regardless of standpoint, the regulation concerning annual bonus need to be improved 

in order to enhance a higher level of transparency. However, since short-term incentives 

are associated with excessive risk taking, one option could be to eliminate short-term 

incentives and only deliberate long-term incentives. Another option could be to put a 

bonus cap on the total amount of bonus awarded or in relation to the base salary. The 

latter proposition has been considered by the European Parliament and Council. A so-

called 1:1 ratio has been proposed by the regulators, which simply means that annual 

bonus should not exceed the base salary (ECON, 2013). To eliminate short-term incen-

tives entirely might be difficult, since the use of short-term incentives is justified by the 

motivation that it function as an ‘extrinsic motivation’ for employees by meeting the 

goals that are set in the short-term for improvement of the company. Therefore, the 

proposition concerning the bonus cap might be the beginning of a solution. 
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Furthermore, improved regulations in the EU-level through non-binding recommenda-

tions and binding directives with specification of how bonus plans should be disclosed 

would not only increase the transparency of the corporations through clearer regulations 

but also increase the comparability of the companies between the countries. These cor-

porations are often expanded globally with shareholders and other stakeholders coming 

from all over the world meaning that the information in the annual reports or remunera-

tion reports should be consistent and thereby easily comparable between the companies 

from different countries. 

 

It is important to notice that this study has limitations that can be expended and im-

proved in future studies. This study only concentrates on the banking sector with the 

reason of ongoing debate related to the excessive CEO bonus pay-outs and remunera-

tion packages. Moreover, this debate has led to more rigorous regulations regarding the 

executive remuneration in the financial industry, taking into consideration the outstand-

ing risk related to the performance-related remuneration. Therefore, one may predict 

that this is not only the case among banking companies, but also in other types indus-

tries as well. Also, other executive directors, and not only CEOs, may be considered in 

order to scrutinize the extent of disclosure and transparency of these executives when it 

comes to annual bonus plans. Considering that this research has restrained aspects that 

could otherwise be included, the current study offers a base for further research since 

the findings of this study clearly signify that the regulation regarding CEO annual bonus 

plans need to be improved in order to increase the accountability of the companies to-

wards its shareholders.  

 

This study contributes mainly to public actors that are mostly affected by the disclosure 

of annual bonus plan, especially shareholders and regulators. The findings of the study 

submit that the issue of disclosure and transparency of annual bonus plans should raise 

concern for shareholders and regulators, both on the EU-level and nationally. This study 

evidently shows that the level of information disclosed as to bonus plans of CEO varies 

tremendously between the countries and sometimes also between the companies in the 

same country, which indicate the issue of disclosure and transparency of annual bonus 

plans need to be enhanced through regulations.  
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Appendix 1 Quick facts and figures about the banks 

 Deutsche Bank HSBC Holdings BNP Paribas Credit Agricole Barclays 

Founded 1870 1999 2000 2000 1690 

Headquarter Frankfurt am Main, 

Germany 

London,  

United Kingdom 

Paris, 

France 

Paris, 

France 

London, 

United Kingdom 

CEO (in 2011) 

 

Josef Ackermann  

(since 2002) 

Stuart Gulliver 

(since Jan 2011) 

Baundoin Prot  

(since 2003) 

Jean-Laurent Bonnafé  

(since Dec 2011) 

Jean-Paul Chifflet 

(since March 2010) 

 

Robert Diamond 

(since Jan 2011) 

Key business divisions  Corporate & Invest-

ment Bank,   

 Private Clients and 

Asset Management,  

 Corporate Invest-

ment 

 Commercial Bank-

ing 

 Global Private 

Banking 

 Global Banking and 

Markets 

 Retail Banking and 

Wealth Management 

 Retail Banking 

 Corporate & Invest-

ment Banking 

 Investment Solutions 

 Retail Banking 

 Specialised Business 

Lines 

 Corporate & Invest-

ment Banking 

 Saving Management 

 Personal Banking 

 Premier Banking 

 Business Banking 

 Wealth & Investment 

Management  

 Corporate Banking 

 Investment Banking 

Area served Africa, Asia,  Australia, 

Europe, Middle East, 

the Americas 

Africa, Asia, Europe, 

the Americas  

Africa, Asia, Europe, 

North America 

Africa, Asia, Australia, 

Europe, the Americas 

Africa, Asia, Europe, 

the Americas 

No. of employees 100,000 260,000 200,000 150,000 140,000 

No. of customers No data found 58 million 23 million 51 million No data found 

Listed on the stock 

exchange(s) of 
 Frankfurt 

 New York  

 London  

 Hong Kong  

 New York  

 Paris  

 Bermuda  

 Paris 

 London 

 Milan 

 Frankfurt 

Paris  London 

 New York 

Market cap (in 2011)  € 26.63 billion € 105.02 billion € 36.17 billion No data found € 25.7 billion 
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 RBS Group Santander Societe Generale Lloyds Banking G.  ING Group 

Founded 1727 1857 1864 2009 1991 

Headquarter Edinburgh,  

Scotland 

Madrid,  

Spain 

Paris,  

France 

London,  

United Kingdom 

Amsterdam,  

Netherlands 

CEO (in 2011) Stephen Hester  

(since 2008) 

Alfredo Saenz Abad 

(since 2002) 

Frederic Oudea 

(since 2008)  

Eric Daniels 

(since 2003) 

Antonio Horta-Osorio 

(since March 2011) 

Jan Hommen  

(since 2009) 

Key business divisions  UK Personal Banking 

 UK Corporate Banking 

 Direct Line Group 

 US Retail & Commer-

cial Banking 

 Ulster Bank 

 Markets & Interna-

tional Banking 

 Wealth (Private Bank-

ing) 

 Global Wholesale  

 Asset Management 

 Global Private 

Banking 

 Insurance Santan-

der 

 Payment Methods 

 Universities 

 Retail Banking, Spe-

cialised Financial 

Services and Insur-

ance 

 Private Banking, 

Global Investment 

Management & Ser-

vices 

 Corporate and In-

vestment Banking 

 Retail Banking 

 Commercial Banking 

 Wealth & Interna-

tional 

 Insurance 

 Insurance and In-

vestment Manage-

ment 

 Commercial and Re-

tail Banking 

Area served Africa, Asia, Australia, 

Europe, Middle East, the 

Americas 

Europe, the Americas Africa, Asia, Australia, 

Europe, Middle East, 

the Americas 

Africa, Asia, Australia, 

Europe, Middle East, 

the Americas 

Asia, Australia, Eu-

rope, the Americas 

No. of employees 150,000 187,000 159,000 103,000 82,000 

No. of customers 33 million 100 million 33 million 30 million 61 million 

Listed on the stock 

exchange(s) of 
 London 

 New York 

 Madrid 

 Mexico 

 Milan 

 New York 

 Lisbon 

 London 

 Buenos Aires  

Paris  London 

 New York 

 Amsterdam 

 Brussels  

 New York 

Market cap (in 2011) € 26.62 billion € 52.05 billion € 12.83 billion € 21.33 billion No data found 
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 Unicredit Nordea Bank Commerzbank Intesa Sanpaolo BBVA 

Founded 1998 2001 1870 2007 1999 

Headquarter Milan,  

Italy 

Stockholm,  

Sweden 

Frankfurt am Main, 

Germany 

Turin, 

Italy 

Bilbao, 

Spain 

CEO (in 2011) Federico Ghizzoni 

(since 2010) 

Christian Clausen 

(since 2007) 

Martin Blessing  

(since 2008) 

Corrado Passera  

(since 2010) 

Enrico Cucchiani 

(since Dec 2011) 

Francisco Gonzalez 

Rodriguez  

(since 2000) 

Key business divi-

sions 
 Private Banking 

 Corporate & In-

vestment Banking 

 Asset Management 

 Central Eastern Eu-

rope 

 Group Corporate 

Center, etc.  

 Retail Banking  

 Wholesale Banking 

 Wealth Management 

 Group Operations 

 Wealth Management 

 Corporate Banking  

 Investment Banking 

 Domestic Commer-

cial Banking 

 Corporate and In-

vestment Banking 

 International Subsid-

iary Banks 

 Banca Fideuram  

 Corporate & In-

vestment Banking 

 Global Retail & 

Business Banking 

Area served Europe Europe  Africa, Asia, Europe, 

Middle east, the Amer-

icas 

Africa, Asia, Europe, 

the Americas 

Africa, Asia, Europe, 

the Americas 

No. of employees 156,300 31,400 56,000 100,000 114,200 

No. of customers 35 million 11 million 16 million 10.9 million 50 million  

Listed on the stock 

exchange(s) of 
 Milan 

 Frankfurt 

 Warsaw 

 Stockholm  

 Helsinki 

 Copenhagen  

 Berlin  

 Frankfurt 

 Hamburg 

 London 

 Switzerland, etc. 

 Milan 

 London  

 Madrid  

 Mexico 

 New York 

Market cap (in 2011) € 12.38 billion € 24.07 billion € 6.66 billion € 21.26 billion € 32.44 billion 
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 Standard Chartered Danske Bank KBC Bank Erste Bank UBI Banca 

Founded 1969 1871 2005 1997 2007 

Headquarter London,  

United Kingdom 

Copenhagen,  

Denmark  

Brussels, 

Belgium 

Vienna, 

Austria 

Bergamo, 

Italy 

CEO (in 2011) Peter Sands 

(since 2006) 

Peter Straarup 

(since 1998) 

Jan Vanhevel 

(since 2009) 

Andreas Treichl 

(since 1997) 

Victor Massiah 

(since 2008) 

Key business divisions  Personal Banking 

 Preferred Banking 

 Priority & Interna-

tional Banking 

 Private Banking 

 SME Banking 

 Wholesale Banking 

 Islamic Banking  

 Personal Banking  

 Business Banking 

 Corporates & Insti-

tutions  

 Retail Banking, Bel-

gium 

 Central & Eastern 

Europe 

 Merchant Banking 

 Shared Services & 

Operations 

 Retail & SME Bank-

ing 

 Group Corporate & 

Investment Banking 

 Group Markets  

 Corporate Center  

 Asset Management 

 Corporate & Invest-

ment Banking 

 Factoring 

 Leasing 

 Non-life Bancassur-

ance 

 Life Bancassurance 

 On-line Trading 

Area served Africa, Asia, Middle 

East, Europe, the 

Americas 

Europe  Europe Europe Asia, Europe, Latin 

America 

No. of employees  89,000 20,000 37,000 50,000 No data found 

No. of customers  No data found 5 million 9 million 17 million No data found 

Listed on the stock 

exchange(s) of 
 London 

 Hong Kong 

 Mumbai 

Copenhagen   Brussels 

 Luxemburg  

 Vienna 

 Prague 

 Bucharest  

Milan 

Market cap (in 2011) € 40.20 billion € 9.1 billion € 3.31 billion € 5.05 billion € 2.85 billion 

Note: The facts and figures were mainly retrieved from companies’ homepage and annual reports, despite the market cap which was gained from report is-

sued by High-Level Expert Group. These facts and figures can be found in the reference list of this thesis.  
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Appendix 2 The original list of the largest EU banks by 

total assets 

This study is based on the list named “Large EU banks” issued by High-level Expert 

Group. The original list comprises of 29 leading banks in the EU measured by total as-

sets. Total of 20 banks are included in this study, meaning that nine of the banks has 

been excluded for three evident reasons. This has been more thoroughly explained in the 

method.  

No. Banking company Country Total assets  

(€ million)  

Listed 

company 

Included in 

the sample 

1. Deutsche Bank DE 2,164,103  Y Y 

2. HSBC Holdings UK 1,967,796 Y Y 

3. BNP Paribas FR 1,965,283 Y Y 

4. Credit Agricole FR 1,879,536 Y Y 

5. Barclays UK 1,871,469 Y Y 

6. RBS Group UK 1,803,649 Y Y 

7. Santander ES 1,251,525 Y Y 

8. Societe Generale FR 1,181,372 Y Y 

9. Lloyds Banking Group UK 1,161,698 Y Y 

10. Groupe BPCE FR 1,138,395 N N 

11. ING Group NL 961,165 Y Y 

12. UniCredit  IT 926,769 Y Y 

13. Rabobank Group NL 731,665 N N 

14. Nordea Bank SE 716,204 Y Y 

15. Commerzbank DE 661,763 Y Y 

16. Intesa Sanpaolo IT 639,221 Y Y 

17. BBVA ES 597,668 Y Y 

18. Standard Chartered UK 461,284 Y Y 

19. Danske Bank DK 460,832 Y Y 

20. DZ Bank AG DE 405,926 N N 

21. Landesbank Baden-W DE 373,059 N N 

22. KBC Bank BE 285,382 Y Y 

23. Handelsbanken SE 275,514 Y N 

24. SEB SE 265,219 Y N 

25. Banca Monte dei P.S. IT 240,702 Y N 

26. Erste Bank AT 210,006 Y Y 

27. Swedbank SE 208,464 Y N 

28. RZB AG  AT 150,087 N N 

29. UBI Banca IT 129,804 Y Y 
Source: High-level Expert Group (2012), retrieved from 2013-02-12 from 

http://ec.europa.eu/internal_market/bank/docs/high-level_expert_group/report_en.pdf 

 

Notes: Country codes and other abbreviations 

AT: Austria; BE: Belgium; DE: Germany; DK: Denmark; ES: Spain; FR: France; IT: Italy; NL: The 

Netherlands; SE: Sweden; UK: United Kingdom. 

Y: Yes, the company is listed/included in the sample; N: No, the company is not listed/not included in the 

sample. 

 

http://ec.europa.eu/internal_market/bank/docs/high-level_expert_group/report_en.pdf
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Appendix 3 Currency conversion 

1 EUR = 2011-12-31 

GBP 0.837866 

DKK 7.43305 

 

Source: GoCurrency, retrieved 2013-03-28 from  

http://www.gocurrency.com/v2/historic-exchange-rates.php  
 

http://www.gocurrency.com/v2/historic-exchange-rates.php
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Appendix 4 Disclosure of annual bonus plan 

arrangements of the selected banks 

Disclosures of annual bonus plan arrangements of the selected banks are displayed in 

this appendix. These arrangements are in respect of the financial year 2011.  

 

Deutsche Bank   

Performance targets: 

 

Method applied: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Payment distribution: 

 

Bonus cap: 

 

Financial target: Return on equity. 

 

Charts and formula are provided which ease the determination of the 

total bonus. The charts show information about the bonus cap and the 

achievements of the performance targets. The formula of the total bo-

nus is as follows: 

                                                

  (                        )  (                        ) 
 

The total bonus is calculated on the basis of two bonus components, 

which consist of total target figures and annually calculated factors. 

Total target figure for the CEO is € 4 000 000 (meaning € 2 000 000 

for each target figure), and the factor is capped at 1.5 (or at maximum 

2.25 under the most favorable and exceptional conditions). The level 

of factor 1 depends on the actual achieved return on equity of a given 

year as a ratio of the plan figure defined that year. The level of factor 2 

depends on the actual achieved return on equity over a two-year peri-

od.  

 

By using this formula with the factor of 1.5, the level of bonus is 

capped at € 6 000 000 for the CEO: 

             (               )   (               )
            

 

With the exceptional factor of 2.25, the maximum bonus cap equals  

€ 9 000 000 

 

Annual bonus is distributed in 100 % up-front cash.  

 

Approximately 364 % (max. 546 %) of the base salary. The base sala-

ry for CEO is € 1 650 000.  

 

Calculation of the bonus cap (in €): 

                                
 

(As mentioned above, Deutsche Bank has capped their bonus in rela-

tion to the total bonus. But, to ease to comparison between the banks 

the bonus cap is calculated in relation to the CEO´s base salary, since 

all the other banks bonus is capped this way).  
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HSBC Holdings   

Performance targets: 

 

 

 

 

 

Method applied: 

 

 

 

 

 

Payment distribution: 

 

 

 

Bonus cap: 

 

Financial targets (50 % weighting): Capital strength, Dividend pro-

gression, Profit, Cost performance improvement, Return on equity, Re-

turn on risk-weighted assets.    

Non-financial targets (50 % weighting): Strategy and execution, 

People and values, Compliance and reputation. 

 

Performance scorecard is provided, where the multiple performance 

targets are weighted and shown against the achievements of the per-

formance targets. Furthermore, a table is shown with the information 

regarding the maximum bonus and the bonus awarded to the CEO in 

respect of the financial year 2011.  

 

Annual bonus is distributed fully in shares, where 60 % of the bonus is 

deferred over the period of three years and 40 % is the up-front por-

tion.  

 

300 % of the base salary. The base salary for CEO is € 1 491 885. 

 

Calculation of the bonus cap (in €): 

                              
 

 

BNP Paribas   

Performance targets: 

 

 

 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

Financial targets (75 % weighting): Earnings per share, Gross oper-

ating income.   

Non-financial targets (25 % weighting): Foresight, Decision-

making, Leadership, Risk and liquidity policy. 

 

No data found 

 

No data found 

 

No data found 

 

 

Credit Agricole   

Performance targets: 

 

 

 

 

 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

Financial targets (50 % weighting): Revenues, Cost/income ratio, 

Gross operating income – cost of risk + share in equity – accounted 

entities.  

Non-financial targets (50 % weighting): Development of human 

capital, Value creation for external and internal clients, Social value 

creation.   

 

No data found 

 

No data found 

 

100 % (max. 120 %) of the base salary. The base salary for CEO is  

€ 900 000 

 

Calculation of the bonus cap (in €): 

                          



 

 
71 

 

Barclays   

Performance targets: 

 

 

 

 

Method applied: 

 

 

 

Payment distribution: 

 

Bonus cap: 

 

Financial targets: Profit before tax, Return on equity, Return on risk 

weighted assets, Cost control. 

Non-financial targets: Customer satisfaction, Employee opinion sur-

veys.  

 

The multiple performance targets are disclosed and shown against the 

achievements of the performance targets.  Furthermore, the bonus cap 

is disclosed. Thus, it eases the evaluation of the bonus plan.   

 

Annual bonus is distributed in 100 % deferred shares. 

 

250 % of the base salary. The base salary for CEO is € 1 611 236. 

 

Calculation of the bonus cap (in €): 

                              
 

 

RBS Group   

Performance targets: 

 

 

 

 

 

 

 

 

Method applied: 

 

 

 

 

Payment distribution: 

 

Bonus cap: 

 

Financial targets: Return on equity, Profitability, Costs, Core tier 1 

ratio, Funding and risk profile, Lending commitments, EU mandated 

disposal, Funding, Leverage ratio, Risk measures, Asset protection 

scheme compliance requirements.  

Non-financial targets: Relations with shareholders and other external 

stakeholders, Customer satisfactions, Treating customers fairly 

measures, People management, Strategic progress over a period of five 

years.   

 

Performance scorecard is provided, where the multiple performance 

targets are shown against the achievements of these targets. Further-

more, the bonus cap is disclosed. Thus, it eases the evaluation of the 

bonus plan.   

 

Annual bonus is distributed in 100 % deferred shares. 

 

200 % (max. 250%) of the base salary. The base salary for CEO is  

€ 1 432 210. 

 

Calculation of the bonus cap (in €): 
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Santander   

Performance targets: 

 

 

Method applied: 

 

 

 

Payment distribution: 

 

 

Bonus cap: 

 

Financial targets: Net profit, Return on risk-adjusted capital, Com-

parison of results to those of comparable entities (Benchmarking)  

 

The multiple performance targets are disclosed and shown against the 

achievements of the performance targets.  Furthermore, the bonus cap 

is disclosed. Thus, it eases the evaluation of the bonus plan.   

 

Annual bonus is distributed as follows: 20 % up-front cash, 30 % de-

ferred cash, 20 % up-front shares, 30 % deferred shares.   

 

193 % of the base salary. The base salary for CEO is € 3 703 000.  

 

Calculation of the bonus cap (in €): 

                              
 

 

Societe Generale   

Performance targets: 

 

 

 

 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

Financial targets: Net earnings per share, Gross operating income.  

 

Non-financial targets: Strategy, Human resource management, per-

formance management, Group´s ambition SG 2015 transformation, 

Corporate social responsibility.   

 

No data found 

 

No data found 

 

No data found 

 

 

Lloyds Banking G.   

Performance targets: 

 

 

 

 

Method applied: 

 

 

 

 

Payment distribution: 

 

Bonus cap: 

 

Financial targets: Profit before tax, Economic profit.  

 

Non-financial targets: Risk management, SME lending, Process effi-

ciency, Service quality, Employee engagement.  

 

Performance scorecard is provided, where the multiple performance 

targets are shown against the achievements of these targets. Further-

more, the bonus cap is disclosed. Thus, it eases the evaluation of the 

bonus plan.     

 

Annual bonus is distributed in 100 % deferred shares. 

 

225 % of the base salary. The base salary for CEO is € 1 266 312.  

 

Calculation of the bonus cap (in €): 
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ING    

Performance targets: 

 

 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

Financial targets: Risks and costs of capital.  

Non-financial targets: Economic criteria, Environmental criteria, 

Customer satisfaction criteria, Social criteria.  

 

No data found 

 

No data found 

 

No data found 

 

 

UniCredit   

Performance targets: 

 

 

Method applied: 

 

Payment distribution: 

 

 

Bonus cap: 

Financial targets: Core their 1 ratio, Return on tangible equity, Cost 

of capital & risk free assessment, Net profit, Cash horizon.  

 

No data found 

 

Annual bonus is distributed as follows: 25 % up-front cash, 25 % de-

ferred cash, 25 % up-front shares, 25 % deferred shares.   

 

No data found 

 

 

Nordea Bank   

Performance targets: 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

No data found 

 

No data found 

 

No data found 

 

No data found 

 

 

Commerzbank   

Performance targets: 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

Financial targets: Economic value added.  

 

No data found 

 

No data found 

 

No data found 

 

 

 

 

 

 

 

 

 

 



 

 
74 

Intesa Sanpaolo   

Performance targets: 

 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

Financial targets: Economic value added, Net of the provisions for 

the incentive system, Core tier 1 ratio, Liquidity.  

 

No data found 

 

No data found 

 

No data found 

 

 

BBVA   

Performance targets: 

 

 

 

Method applied: 

 

Payment distribution: 

 

 

Bonus cap: 

 

Financial targets: Group´s earnings, the Bank´s cost-income ratio, 

Recurrent adjusted economic profit target, Recurrent efficiency ratio 

target, Net attribute profit.   

 

No data found 

 

Annual bonus is distributed as follows: 25 % up-front cash, 25 % de-

ferred cash, 25 % up-front shares, 25 % deferred shares.   

 

200 % of the base salary. The base salary for CEO is € 1 966 260. 

 

Calculation of the bonus cap (in €): 

                              
 

 

Standard Chartered  

Performance targets: 

 

 

 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

Financial targets: Overall profit performance, Income growth, Earn-

ings per share.  

Non-financial targets: Risk & control environment, Adherence to the 

Group´s values.   

 

No data found 

 

No data found 

 

No data found 
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Danske Bank   

Performance targets: 

 

 

 

 

Method applied: 

 

Payment distribution: 

 

 

Bonus cap: 

 

Financial targets: Profit before tax compared with budget, Assess-

ment of risk-adjusted return, Cost trend.  

Non-financial targets: Change in customer satisfaction, Compliance 

with internal business procedures.  

 

No data found 

 

Annual bonus is distributed in 50 % up-front cash and 50 % deferred 

shares.  

 

20 % of the base salary. The base salary for CEO is € 1 358 796. 

 

Calculation of the bonus cap (in €): 

                           
 

(According to the Danish Financial Business Act, the performance-

based remuneration to executive board members cannot exceed 20 % 

of their fixed remuneration). 

 

 

KBC Bank   

Performance targets: 

 

 

 

 

Method applied: 

 

Payment distribution: 

 

 

Bonus cap: 

Financial targets: Quantitative risk-adjustment mechanism compris-

ing of capital and liquidity parameters.  

Non-financial targets: Maintenance of employee and customer satis-

faction.  

 

No data found 

 

Annual bonus is distributed in 50 % deferred cash and 50 % deferred 

shares.  

 

No data found 

 

 

 

Erste Bank  

Performance targets: 

 

Method applied: 

 

Payment distribution: 

 

Bonus cap: 

No data found 

 

No data found 

 

No data found 

 

No data found 
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UBI Banca  

Performance targets: 

 

 

 

 

Method applied: 

 

Payment distribution: 

 

 

Bonus cap: 

Financial targets: Core tier 1 ratio, Net stable funding ratio, Econom-

ic value added. 

Non-financial targets: Satisfaction of internal and external customer, 

Individual skills and capacities.   

 

No data found 

 

Annual bonus is distributed as follows: 20 % up-front cash, 30 % de-

ferred cash, 20 % up-front shares, 30 % deferred shares.   

 

No data found 

 
Note: The companies Deutsche Bank, RBS Group and Credit Agricole have also disclosed, despite the 

bonus cap, exceptional maximum limit of bonus which may only be reached in most favorable conditions.  

In terms of the disclosure of method applied, which ease the evaluation of the bonus plan, this criteria 

were rarely disclosed by the companies due to the incomplete information regarding the achievements of 

the predetermined and measurable performance targets and the bonus cap being undisclosed. Thus, the 

bonus distributed to the CEO in respect of the financial year 2011 may not be justified by these compa-

nies.  

 


